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PREFACE 


This volume is the latest in a series of publications on the Canadian balance 
of international payments which have been published for the period from 1926 on 
by the Dominion Bureau of Statistics. 


Prominent among earlier publications were The Canadian Balance of 
International Payments, a Study of Methods and Results, published in 1939, and 
The Canadian Balance of International Payments, 1926-1948, published in 1949. 
The first of these volumes contained detailed descriptions of methods developed 
up to 1939; the second volume described and analyzed trends in the balance of 
payments in the period from 1926 to 1948, and brought up-to-date the description 
of methods together with revised statistics for the whole period. 


The present volume presents, for the first time, quarterly statistics of the 
current account for the period 1946 to 1952, and of the capital account for the 
period 1950 to 1952. It also contains extensive comment on the post-war period 
as a whole, along with the latest revised statistics which are set forth in a 
comparable form for the period. 


Comprehensive information on the balance of payments and international 
investments is only possible with the co-operation of the public as well as of a 
number of government departments and agencies. Close liaisons with the Bank of 
Canada and the Foreign Exchange Control Board were particularly valuable in 
the period covered in this report in which use was made of information on 
exchange transactions up to the end of 1951 when exchange control in Canada 
was terminated. Valuable assistance has also been obtained from other govern- 
ment departments, especially the Customs and Excise Division of the Department 
of National Revenue and the Department of Citizenship and Immigration. Regular 
co-operative exchanges of information, particularly on tourist expenditures, have 
been maintained for many years with the United States Department of Commerce. 


The work on the balance of payments has been under the direction of Mr. 
C.D, slyth, Chief, Balance of Payments Section, who was assisted in the 
preparation of this report by Mr. E.B. Carty and Mr. A.E. Safarian of the Balance 
of Payments Section. 


HERBERT MARSHALL, 
Dominion Statistician 


Ottawa, 
July oi, 1953, 


Digitized by the Internet Archive 
In 2024 with funding from 
University of Toronto 
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Chapter I 
BALANCE OF PAYMENTS TRENDS DURING THE POST-WAR YEARS 


The post-war period reviewed in this report was 
one featured by full employment and development in 
the Canadian economy in a world in which inter- 
national financial dislocations were widespread. In 
the earlier part of the period particularly Canada 
provided substantial financial assistance required 
by the overseas world to restore economies and to 
maintain the international flow of commodities. Later 
the direction of international capital movements in 
Canada’s balance of payments changed. This change 
accompanied an increasing scale of development in 
Canada with alterations in the relative position of 
the overseas world, and price and demand changes 
following the outbreak of hostilities in Korea. 


Some of the characteristics of Canada’s balance 
of payments in the post-war period originated in the 
special features of Canada’s wartime activities and 
the transition from that background which followed. 
The war years were characterized by the large 
volume of Canadian production exported to Canada’s 
allies abroad, and limitations upon Canadian con- 
sumption and other activity such as investment 
through fiscal measures as well as by controls and 
\shortages. The wartime economy made for large 
export balances and current surpluses which were 
financed chiefly by special wartime financial 
measures such as Canadian Mutual Aid and military 
expenditures. At the same time Canada’s United 
States dollar problems were ameliorated by special 
measures such as the sale of war supplies to the 
United States Government under the Hyde Park 
arrangements and by abnormal receipts of United 
States exchange from sales of grain and defence 
activities. While the levels of imports for war pur- 
poses were exceedingly high, imports from the 
United States for civilian purposes were reduced b 
various types ofrestraint and by wartime shortages . 


There was consequently a major shift in activity 
in the Canadian economy once reconversion from war 
production to peacetime purposes was accomplished. 
A great change occurred in the composition and 
direction of Canadian exports as civilian com- 
modities took the place of war production shipped 
abroad. Major changes also occurred in the com- 
position of Canadian imports as civilian demands 
became effective and displaced and later exceeded 
the imports for war purposes. The main consequence 
of these changes on the balance of payments was a 
. sharp reduction in the size of the current account 
surpluses with overseas countries and an increase 
in the current deficit with the United States. 


1. For detail on the wartime balance of payments, 
see the Canadian Balance of International Payments 1926- 
1948, and the annual issue of this publication for 1945, 
and the March 1946 report of the Foreign Exchange Control 
Board. 


Early post-war financial measures were designed 
to reduce the impact of the readjustments on over- 
seas exports by providing financial measures, such 


as the loan to the United Kingdom and export credits , 


to other countries, to finance the flow of exports 
overseas, In the early years there were consequently 
not the same impediments to trade with overseas 
countries which developed later when these credits 
were no longer available. The sterling crisis of 1947 
and the general exchange difficulties which spread 
throughout most of the overseas world led to sharp 
curtailments in dollar expenditures by overseas 
countries. In the years which followed, Canadian 
exports to countries like those of the sterling area 
and continental Europe contracted as restrictions on 
expenditures spread. This contraction occurred 
despite major efforts such as the European Recovery’ 
Program, which was introduced in 1948 to restore 
the economic position of European countries. 


As the overseas financial position deteriorated 
Canada’s own position was transformed. The loans 


and export credits extended by Canada had direct ) 


effects upon Canada’s ability to finance the large 
deficit arising from the growth of Canadian imports 
from the United States. There were large declines in 
official reserves arising from the heavy current 
deficits with the United States and from the exports 
of capital from Canada, largely in the form of govern- 
ment export credits. This led to the series of 
exchange conservation measures which were intro- 
duced at the end of 1947. 


Canada started the post-war period with a high 
level of liquid reserves. These served to carry the 
country through the first few post-war years. But 
Canada could not long maintain the level of financial 
assistance provided in the opening years of the 
post-war period. Because of the loans a large part 
of Canadian exports overseas did not yield current 
receipts of exchange, and the deterioration in the 
position of the overseas world did not encourage 
the outlook for early recovery, Meanwhile, Canadian 
investment and development continued at a growing 
pace. Consumption also rose to new high levels. 
While the range of production in Canada was in- 


creased there continued to be widespread needs for ,» 


imported commodities with the high levels of incomes 
and activity prevailing. Consequently, Canadian 
imports of goods rose where supplies became more 
plentiful, as reconversion and rehabilitation through- 
out the world progressed. Another stimulus to im- 


ports was the restoration of the Canadian dollar to . 


par in July 1946, At first the United States was the 


therefore heavily concentrated from that country. 
Only in later years, as recovery spread throughout 
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the overseas world, did the volume of Canadian 
imports originating outside the western hemisphexe 
grow substantially. 


Exchange Crisis in 1947 


The circumstances which have been described 
above led to a rapid loss of liquid reserves and to 
the exchange crisis of 1947. Canada’s receipts of 
exchange from trade with overseas countries were 
not large enough to cover the growing current deficit 
with the United States. Even though Canada had a 
small current surplus with all countries, a large part 
of the export balance with overseas countries did 
not yield convertible exchange as it was financed 
by loans and export credits by the Canadian Govern- 
ment. The loss of reserves was accentuated by the 
larger current deficit with the United States during 
1947 as improving supplies of commodities in that 
country made possible a rapid increase of shipments 
of goods to Canada. There were also other capital 
outflows which further contributed to the exchange 
crisis. The contraction in reserves accelerated in 
1947 and the official holdings of gold and United 
States exchange were reduced to a low point of just 
under $461 million in December 1947. 


The years 1946 and 1947 are dealt with as a 
single period in the chapter which follows because 
of the common features in the background and the 
culmination of the period late in 1947 with the intro- 
duction of the emergency exchange conservation 
measures. The latter were to become fully effective 
and to influence the balance of payments in the 
period which followed. 


Recovery In Reserves 


The two years which follow the exchange crisis, 
1948 and 1949, contrast sharply with 1946 and 1947. 
There was a substantial recovery in the level of the 
official reserves. The changes which contributed 
most to this were the sharp reductions in drawings 
on loans and export credits extended by the Cana- 
dian Government for financing exports and in other 
outflows of capital. As capital movements in the 
two years 1948 and 1949 were mainly offsetting they 
led to no net drain on the reserves. The current sur- 
plus which Canada had with all countries was 
therefore available as a source of the increased 
official reserves. During the same period there was 
an intensification of import restrictions in the over- 
seas world which mainly discriminated against ex- 
penditures in North America. This had the effect of 
reducing Canadian exports to overseas countries and 
making available more Canadian goods for export to 
the United States. Early in 1948 there was a removal 
of restrictions upon Canadian exports to the United 
States; these had originated in price controls, war- 
time allocations, and related efforts to maintain 
exports overseas. Because of this and other factors 
exports to that country rose sharply in 1948. Among 
these other factors were the availability of Canadian 
commodities resulting from the reduction in effective 
overseas demand, reduced tariffs following the 


implementation of the General Agreement on Tariffs 
and Trade, and rising Canadian production of raw 
materials which were scarce in the United States 
with growing demands in that country. In this way, 
the United States became the market for more than 
half the commodities exported from Canada in the 
years following 1948, as the proportions fell which 
were exported to the United Kingdom and the rest of 
the Commonwealth particularly. 


Re-appearance of Current Deficits 


Deficits in Canada’s current account re-appeared 
for a period in 1950 and 1951 for the first time since 
1933. Enlarged deficits from non-merchandise trans- 
actions were the principal contributors to the deficits 
at a time when the trend in the commodity balance 
was also adverse. The greatest changes from the 
two previous years, however, occurred in the balance 
on commodity account. For a long period of years 
surpluses on commodity account had been more than 
enough to offset deficits from non-merchandise trans- 
actions. The commodity balance changed from a 
credit balance of $725 million in the two years 1948 
and 1949 combined to a deficit of $137 million in 
1950 and 1951. The deficit from other current trans- 
actions in the same two periods rose from $97 
million in the earlier years to $714 million in the 
two following years. 


The deficits occurred at a time when there were 
predominantly inward capital movements into Canada 
and when inflationary pressures were widespread. 


They also first appeared when Canada’s credit .- 


balance with overseas countries was greatly reduced 
and the deficits were partly results of the reduced 
volume of commodities being exported overseas. The 
deficits extended, however, into 1951 after the 
volume of exports to overseas had again started to 
rise, since the volume of Canadian imports con- 
tinued to rise sharply in that year. The volume of 
imports rose under the pressure of strong demands 
as supplies abroad improved and the remaining 


Canadian restrictions were finally removed. The - 


adverse movement in Canada’s terms of trade 
accompanying the inflation of prices abroad following 
the outbreak of hostilities in Korea was another 
factor increasing the deficits, but deficits had oc- 
curred also in the first half of 1950. The increase in 
inventories in Canada in the first half of 1951 was 
another influential factor in the rise in imports. 


But it should be emphasized that the major part 
of the deficits in both years arose from the deficits 
from non-merchandise transactions rather than from 
the deficits on commodity trade which did not be- 
come a contributor until 1951. Particularly influential 
in contributing to the greatly enlarged deficits from 
non-merchandise transactions were adverse trends in 
travel account, interest and dividends, freight and 
shipping, migrants’ funds and inheritances, and mis- 
cellaneous current transactions in comparison to the 
result from these transactions in the years 1948 and 
1949. While partly due to relaxations in restrictions 
these changes were also influenced by the high 
levels of activity in Canada which in turn led to 


v 
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large business profits and higher expenditures in 
the United States on services of all kinds by in- 
dividuals and businesses. 


A prominent feature of this period was the en- 
larged inflow of capital, particularly inflows con- 
nected with Canadian development. Inflows for direct 
investment in Canada and from the sale of new 
issues of securities in the United States were the 
principal channels of the investments connected 
with development. In addition, other large inflows, 
many of a speculative character, were characteristic 
of the widespread movement into Canadian dollars 
in the summer of 1950. 


Developments in 1952 


Current surpluses again re-appeared in Canada’s 
current account in the last quarter of 1951 and con- 
tinued in 1952. A return to an export balance on 
commodity account was the principal change from 
the period of deficits. Two leading factors contri- 
buted to this change; namely, a very marked favour- 
able trend in Canada’s terms of trade, and a sharp 
increase in the volume of commodities exported to 


overseas countries, which was featured by heavy ; 


grain shipments. Changes in other transactions 
were more mixed. There was an unfavourable trend 
in the balance on travel account with a continued 
increase in expenditures of Canadians travelling 
abroad, and favourable trends on income account 
and from freight and shipping transactions. 


The strength of the Canadian dollar was another 
outstanding feature in 1952. This in turn had impor- 
tant influences on some capital movements. Promin- 
ent among the outflows of capital were liquidations 
by non-residents of holdings of outstanding Canadian 
securities and changes in short-term assets and 
liabilities. These were greater than the continued 
large long-term inflows connected with Canadian 
development. 


Volatility of Current Balances 


The effects on current account balances of 
fluctuations of exports and imports and of other 
current transactions are often magnified. Compar- 
atively small changes in such large aggregates as 
current receipts and current payments may lead to 
very large relative changes in the balance on current 
account. In periods when this balance has been 
small it was particularly susceptible to large per- 
centage changes with the balances being transformed 
in size or in sign in a short period of time. Factors 
like changes in demand and in supply and the terms 
of trade may bring about rapid variations in trans- 
actions. Changes in inventories also have important 
effects on the movement of commodities. During the 
post-war period as a whole, there has been a build- 
up of inventories due both to increased volume and 
rising prices. But within this general period of build- 
up, there have been short-run periods in which 
inventories have been drawn upon. 


Changes in Bilateral Unbalance 


Changes in the position of the overseas world as 
well as developments in Canada and the United 
States have had important influences upon the . 
bilateral pattern of Canada’s balance of payments. ~ 
The underlying international currents of supply and 
demand have had basic effects upon the changing 
patterns of Canada’s balance of payments in the 
period. As regards supply, the earlier part of the 
period was one characterized by general scarcities 
of commodities. But these scarcities were greater in 
the overseas world than in Canada and the United 
States, because of the impact of wartime dislocations . 
abroad. Consequently, the predominant flow of com- 
modities was strongly outwards from Canada and the 
United States in the early years. Differences between 
the supply situations in Canada and the United 
States also had their effects upon the current ac- 
count between the two countries. At the beginning 
of the period, commodities which were in demand in 
Canada were also in heavy demand in the United 
States with the result that Canadian imports from 
that country did not fully reflect the strength of 
Canadian demands until 1947, when supplies of 
commodities in the United States became less re- 
stricted. When this occurred there were rapid in- 
creases in Canadian imports as Canadian require- 
ments of many commodities bought in the United 
States are comparatively small in relation to the 
supply available in that country. 


Fluctuations in international demand have also 
played a major part in balance of payments trends. 
In the early years of the period there were heavy 
accumulations of demand and savings carried over 
from the period of wartime stringency. In addition 
full employment and heavy investment which have 
characterized conditions in most countries through- 
out the period acted to maintain demand at unusually 
high levels. 


Directly affecting overseas demand for Canadian 
commodities were such financial factors as the 
loans and credits extended by the Canadian Govern- 
ment to overseas countries which financed their 
purchases in Canada during the earlier years. After 
that, with the occurrence of foreign exchange diffi- 
culties abroad, there were the restraining effects on 
overseas demand of import restrictions and other 
practices discriminating against expenditures in 
Canada. Canadian demands for imports have been 
characterized by their prevailing strength and during 
much of the post-war period they were largely unre- 
stricted. The principal exception was the emergency 


exchange conservation measures introduced at the _- 


end of 1947, but these restrictions which were at‘a 
peak in 1948 were progressively removed thereafter. 
The magnitude of potential Canadian demands was 
indicated in 1951 and 1952 when the volume of Ca- 
nadian imports rose to new peaks. Short-run fluctu- 
ations in consumption and in inventories have also 
effects upon movements of this kind. Even though 
the range of Canadian production has been greatly 
widened with the new investments of recent years, 
there is still a great diversity of imports. These 
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STATEMENT 1. Percentage Share of 
United States in Canada’s 
Current Account Transactions 


Merchan- Total |Merchan-| Total 


Year dise Current dise Current 
Exports | Receipts! Imports | Payments 

TOS 7=39 ses. Sa) 50. 9 62. 4 64. 6 
QA Sree eae 32.6 39. 1 AG 58. 7 
T94 Gites tie sssecstss 39. 6 46.6 75. 6 74.8 
LOA ee noes: catosre ss 39.0 45.7 len 1k 
194 Seereeteercc ce 49.8 54. 2 69. 2 71.9 
1 OAGE ee etee ccs 50.9 SORD 70. 4 WSs ® 
UO SOUS ee 65. 2 67.9 66. 9 delet, 
19 5 ee 58.9 6155 69.4 W208 
TO 5 Dette oe eee yeh Uk 58. 1 183, I 15. 4 


1. Mutual Aid to NATO Countries is excluded vhrough- 
out this statement, and official contributions are excluded 
from total current payments. 


extend into many industrial raw materials and also 
include a great variety of imports of industrial 
equipment. The extent of Canadian investment 
throughout the post-war period has been a large 
influence on the volume of Canadian imports. 


Transactions with overseas countries constituted 
a greater part of the Canadian balance of payments 
in the early post-war years than was the case in the 
years following 1948 when the proportion of exports 
to the United States rose as the ratio exported over- 
seas generally dropped. This affected the bilateral 
disequilibrium of Canada’s current account and has 
led to notable changes in Canada’s international 
economic relations. In the early post-war years there 
were large current account surpluses with the United 
Kingdom and other overseas countries. These were 
mainly due to large totals of exports and related 
services provided overseas countries, and the com- 
paratively slow rate at which Canadian imports from 
the United Kingdom and other overseas countries 
rose in the early part of the post-war period. During 
the early post-war years the Canadian loan to the 
United Kingdom and the other export credits were 
available to overseas countries for financing pur- 
chases in Canada and supplies of commodities 
abroad were limited. It was only in the later years 
that the supplies of commodities overseas reached 
the point where there was a substantial increase in 
the flow of commodities from overseas to Canada. 
This movement was retarded, too, by price factors 
in the period before the general currency devalu- 
ations in 1949. In the inflationary conditions which 
developed following the opening of hostilities in 
Korea there were again international shortages. Be- 
sides affecting the available supply of some strate- 
gic commodities required in defence production, 
there were also heavy demands for many other com- 
modities. Canadian demands for many of these were 
comparatively small in relation to the supplies 
available in the United States. Consequently, Cana- 
dian imports rose to new peaks late in 1950 and in 


the first half of 1951, in response to the inflationary 
pressures even though there were scarcities of 
many commodities abroad. Prevailing high levels of 
prices were also important contributors to the high 
values of Canadian imports at that time. Following 
the same period there was again a tendency for the 
flow of commodities from overseas to decline. This 
was due to the effects of softening in some Cana- 
dian demands and increasing competition. 


The result of these changes was that the bi- 
lateral unbalance in Canada’s current account was 
reduced sharply by 1950. But in 1951, there was 
again an increase in the gaps between credits and 
debits in the current accounts with the United 
Kingdom and with other overseas countries. Never- 
theless the amount of disequilibrium with overseas 
countries was still much less than in the first four 
post-war years as the problems of overseas countries 
in financing their purchases in Canada remained. At 
the same time, Canada’s current account deficit 
with the United States had widened to an extent 
which was only exceeded in the record year of 1947. 
These changes which occurred in 1951 continued in 
1952 when there was an increase in the current sur- 
plus with each of the United Kingdom, the rest of 
the sterling area and other overseas countries. The 
deficit with the United States in 1952 showed less 
change, continuing at about the same level as in 
1951. Changes in foreign exchange rates have also 
been an important influence in the background af- 
fecting the direction of international trade. But 
their effects are not always clearly distinguishable 
from other influences, particularly in a period of 
strong and sustained demands in some countries and 
financial restrictions in others, and generally tight 
supplies of available commodities. 


The Mechanism of Adjustment 


Initiative for international transactions may - 


originate in either the current or capital account. 
The effects may then spread out through numerous 
interrelationships. For example, heavy merchandise 
imports induced by fears of shortages may result in 
a capital inflow through the reduction of assets 
abroad or the accumulation of foreign liabilities. On 
the other hand decisions of foreigners to make in- 
vestments in Canada may lead, directly or indirectly, 
to increased imports. 


Under the operation of the gold standard in its 
classic form the merchandise imports in the first 
case would result in a reduction of gold holdings. 
This contraction of the credit base would lead to 
tighter money and in turn to reduced domestic price 
and income levels which would encourage exports 
and discourage imports to the point where a new 
balance was reached. In the second example referred 
to,the gold inflow would lead to an expansion of the 
credit base, rising domestic prices and incomes, in- 
creased imports and decreased exports, to the extent 
that the investment did not itself involve direct 
imports of capital equipment. 


CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 13 


During the period of fixed rates of exchange 
official holdings of gold and foreign exchange re- 
presented the residual factor in the balance of 
payments. As these holdings were held by the 
central authorities changes did not have the same 
automatic effects on the money supply as would 
have been the case in earlier periods. The adjust- 
ment of the balance of payments was effected 
through such factors as changing levels of these 
holdings, government transactions such as the 
extension of credit to foreign governments or the 
borrowing of funds abroad, changes in the official 
rates of exchange, direct controls over exchange 
transactions and domestic sectors of the economy, 
-and indirect influences like fiscal policy. 


The mechanism of adjustment since the end of 
exchange control in 1951 has had some features in 
common with that in the years immediately following 
the abandonment of a gold standard, although there 
are many other differences in background between 
the two periods. Intervention by the central author- 
ities in the exchange market has been a limited 
one, and the exchange rate has moved to a point at 
which supplies of and demands for exchange were 
in equilibrium. In the final quarter of 1951 and 
through 1952 the very heavy inflow of long-term 
capital to finance Canadian development coincided 
with a current account surplus. The strong pressure 
exerted on the exchange rate as a result of these 
factors sent the Canadian dollar to a premium in 
relation to the United States dollar. Neither the 
current account nor the investment inflow was im- 
mediately responsive to this change in the value of 
the Canadian dollar, and the adjustment of the 
balance of payments largely took the form of re- 
patriation of Government of Canada bonds and out- 
flows of short-term capital. At the same time the 
economy at large has been influenced bythe indirect 
effects of official financial policy. 


Capital Movements and Changes in the Balance 
of Indebtedness 


While capital movements in the post-war years 
have in general been large and varied, over the 
seven year period from 1946 to 1952 the net move- 
ment in many categories and in total has been 
relatively small. 


There were net inflows for direct investment in 
Canada of about $1,100 million and net outflows of 
about the same amount arising from credits extended 
by the Government of Canada. These movements 
represented on the one hand an increase of private 
Canadian liabilities largely to the United States, 
an investment participating in the growth and direc- 
tion of the Canadian economy, and on the other an 
increase of Canadian assets in overseas countries 
in the form of long-term inter-governmental debt. But 
sales of portfolio Canadian securities to non- 
residents of over $3,900 million were largely offset 
through repatriation by repurchase or retirement, and 
the resulting net capital inflow over the seven years 
was only $251 million, although in the process there 
was a considerable transfer of Canadian indebted- 


ness from overseas countries to the United States. 
Capital movements of all other types were on bal- 
ance outward, and the net inflow of $86 million, 
together with the current account balance of $340 
million, was reflected in the growth of official 
holdings of gold and foreign exchange. 


Changes in the balance of international in- 
debtedness have been larger than these figures 
indicate because of_retained earnings not shown as 
capital movements and other factors. Aside from 
short-term commercial indebtedness, gross Canadian 
liabilities are estimated to have increased $3,500 
million dollars in the seven years, to total $11,100 
million at the end of 1952. Gross Canadian assets 
exclusive of short-term commercial indebtedness 
and holdings of blocked currencies, rose $2,600 
million in the same period to total $6,400 million 
at the end of 1952. Over the seven years Canada’s 
net international indebtedness increased from 
$3,900 million to $4,700 million, compared with 
$5,500 million at the end of 1939. 


Structure of Economy and Importance of International 
Transactions 


The balance of payments should not be thought 
of merely as an accounting mechanism for recording 
international transactions. Properly understood, it 
is a powerful tool of economic analysis. 


Its relation to the economy can be suggested by 
use of the National Accounts. The gross national 
product is a measure of the value of goods and 
services produced by Canadian residents in a given 
period. It is arrived at by adding together all costs 
arising in production. It equals gross national ex- © 
penditure, which is arrived at by adding together all 
final sales made during a period, adjusted for 
changes in inventories and imports. The expenditure 
side of the accounts shows the three domestic 
components; namely, personal consumption, govern- , 
ment expenditure, and gross domestic investment. 
Two sets of transactions with non-residents are 
shown, consisting of exports and imports of goods 
and services. These various streams of expenditure 
are closely related. Imports of goods and services 
result from the other four types of expenditures, and 
are embodied in the totals for these expenditures. 
Thus to measure production by residents of Canada 
imports of goods and services have to be deducted 
from the grand total of sales. Exports of goods and 
services are the products of a large number of 
Canadian industries. Production by these industries 
for both export markets and for domestic sales helps 
to generate the gross national product. Exports and 
imports of goods and services should be thought of 
then as those sales and purchases of consumers, 
business, and government which take place with 
non-residents, and are a part of economic activity in 
many industries in Canada. 


The importance of exports of goods and services 
ranges from being the dominant factor in some 
industries, such as newsprint, to negligible signifi- 
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STATEMENT 2. Components of Gross National Expenditure as a Percentage of Gross National Expenditure 
Based on current dollar series 


Personal -CONSUMDUON aeneece. sees coc eeterc eee cer 
Government expenditure ..............:sseeeeeeeeee 
Gross domestic investment ..............:c008 
Exports of goods and services ................ 
Imports of goods and Services...............06 


Merchandise CxpOrtS)cc-cc- ese ocereccccesss nce ect 
MerchandiSesimports::.....-<-sc2-0<0-0-s35-2e-2<00- eee 


18,3 
19, 2 
24.3 
- 23.5 


100, 0 


Note: Because of aresidual error of estimate and some rounding, the items may not add to exactly one hundred per 
cent. The values used werebased on the definitions ofinternational transactions which are used inthe National Accounts. 


cance in several service industries which sell 
almost all of their product to residents. Some aggre- 
gates may be useful in assessing the importance of 
current transactions to Canada. 


The important role of international transactions 
to Canada is clear from Statement 2. About 25% of 
the gross national product in the years 1946-1952 
arose directly from sales to non-residents of goods 
and services. For merchandise exports only, the 
proportion varied from 17-20% of gross national ex- 
penditure, with merchandise imports amounting to 
15-19%". 


The presentation of such statistics is only a 
beginning to the consideration of the importance of 
international transactions to income and employment. 
It is important to note that much of the investment 
in physical assets takes place in industries which 
directly export much of their produce. In 1950, for 
example, about one-fifth of all private and public 
investment in durable physical assets was in indus- 
tries which directly exported 20% or more of their 
production. The primary industries of agriculture, 
fishing, and mining all rely to a significant extent 
on exports. An outstanding example is wheat, of 


1. The first four types of expenditure, consumption, 
government, investment and exports of goods and services 
add up to more than 100% as each includes an import con- 
tent. Deducting imports of goods and services leaves 
100%. In comparing exports and imports with gross national 
product, certain problems are involved. Some of the in- 
direct taxes in gross national product, for example, do not 
affect export prices so that a comparison of the two under- 
states the importance of exports. On the other hand, the 
net initial impact of exports on the economy should take 
account of the imports used to produce these exports, for 
imports do not as such give employment to residents. It 
is likely that the opposite effects of these two factors 
cancel out to a large degree, so that the direct comparison 
of exports and gross national product is a useful measure 
of the primary effect of exports on income. 


which 50% to 65% is normally exported. Among the 
manufacturing industries, the wood and paper 
products industries (particularly newsprint) and the 
non-ferrous metal products industries are highly 
dependent on exports. Some other manufacturing 
industries such as ironand steel products and chemi- 
cal products export a smaller proportion of their 
production, although the proportion is quite impor- 
tant. A number of other industries such as textiles 
and clothing, directly export a small part of their 
total output. Even in these cases the ability to sell 
abroad may determine the margin between profit and 
loss. Not included above are a number of important 
service industries such as transportation and the 
tourist industry which also benefit to an important 
degree from sales to non-residents; their receipts 
are included in the non-merchandise items of the 
current account. 


The opportunity to sell some part of production 
on the foreign market often permits economies from 
greater production which lowers prices on domestic 
sales. Concentration on a relatively few exports of 
foods and materials, either raw or semi-processed, 
which can be produced efficiently in Canada, permits 
acquisition of certain materials or manufactures 
which cannot be produced in Canada or cannot be 
produced as efficiently. The picture is constantly 
changing as resource development and manufacturing 
expands in Canada, adding new exports or decreas- 
ing our reliance on certain imports. 


The direct effects of exports on output and in- 
vestment are the important ones, but there are also 
indirect effects created by the spending of the 
income received by export industries on the products 
of other export industries and domestic industries. 
This respending affects consumption expenditures 
and leads also to some expansion in plant, equip- 
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ment, and inventories in order to service the in- 
creased demand. Export prospects, moreover, are 
one of the expectations about the future which 
businessmen in many industries have in mind when 
undertaking investment. The investment in iron ore 
in Labrador and in some base metals are cases in 
point. Much investment in plant, equipment, and 
inventories is of course mainly for the domestic 
market, and the growth of the various types of 
investment since 1946 has been phenomenal. But its 
dependence to some degree on current exports and 
the prospect of future exports should be kept in 
mind in assessing the statistics presented in 
_ Statement 2. The fluctuations in exports, finally, are 
beyond the direct influence of Canadian policy in a 
sense which is not true of some other components 
of gross national expenditure. 


The emphasis above has been primarily on 
exports. Exports enable a country to secure imports 
which cannot be produced in that country at all or 
as cheaply. A country must import if it expects 
other countries to take its exports, unless that 
country is willing to build up its foreign assets or 
make loans abroad indefinitely. Furthermore, in 
recent years the problems facing many countries 
with respect to imports have been in many cases 
supply problems. Canada depends on imports for 
many industrial materials and a wide range of 
machinery and equipment. Some aspects of the in- 
vestment boom in Canada, with its widespread 
income and employment effects, have been heavily 
dependent on such imports. Where deficits appear, a 
country has in effect made a net acquisition of goods 
and services from other countries and thus eased the 
strain on her own resources associated with rapid 
expansion in economic activity. 


There are still other effects from international 
transactions which need to be considered. One im- 
portant factor in certain periods has been the effect 
of price increases in import and export commodities 
on the domestic price level, as well as on the cur- 
rent account balance. The period after June 1950 
provides a good example. Other significance lies in 


the substantial total of income payments to non- 
residents, particularly in the case of dividends. A 
study of the capital account, moreover, reveals many 
factors which have profoundly influenced Canada. 
While the place of international capital movements 
in Canadian investment was relatively much greater 
in earlier periods of Canadian growth than in the 
post-war period, some types of movement in recent 
years have been particularly prominent. The move- 
ment of branches and subsidiaries to Canada, and 
capital brought in by established branches and 
Subsidiaries, is measured in direct investment in- 
flows. These have contributed significantly to 
investment in many industries, particularly in 
manufacturing, and not least in the acquisition of 
highly developed techniques. The floatation of new 
issues in the United States by governments and 
corporations in Canada has been an important 
source of financing for investment in recent years, 
thus adding to the supply of capital available in 
Canada. The trade in outstanding securities has 
been not only a method of investment in Canada but 
in some periods a vehicle for substantial speculative 
movements which threatened to have important in- 
flationary effects in Canada. In other periods it has 
had equilibrating effects. Similarly, short term 
capital movements have not only financed normal 
trade and inventory accumulation, but in some 
periods have been strongly speculative in character. 
These financial transactions do, of course, have 
real counterparts in the current account and inthe 
change in reserves. 


The outward movement of capital has also been 
significant. The most important change in the nature 
of Canadian assets abroad has been the great in- 
crease in official liquid reserves, and in government 
credits. The latter have had important effects on the 
balance of payments and on many Canadian indus- 
tries as a result. Canadian direct investments 
abroad have also continued to grow in the post-war 
period. 


The effects of capital movements on the fi- 
nancing of Canadian investment and the balance of 
indebtedness are discussed in detail in Chapter 7. 


Chapter II 


OPENING POST-WAR YEARS AND EXCHANGE CRISIS 1947 


General Characteristics 


Canada’s international economic relations in the 
immediate post-war years were dominated by currency 
difficulties both abroad and in Canada, coming at a 
time when there was a major reconversion from war- 
time to peacetime production. In overseas countries 
heavy reconstruction demands added to burdens of 
reconversion, and the resultant stresses were in- 
tensified by abnormal weather and by political 
tensions. The Canadian problems on the other hand 
arose despite the fact that Canada continued to 
have overall a small current account surplus. Heavy 
domestic demands as the economy was freed from 
the restrictions of war did not leave sufficient fi- 
nancial resources to meet the commitments under- 
taken by Canada in the form of loans and credits to 
its traditional overseas customers. And as the crisis 
approached it became clear that the demands both 
at home and abroad were much larger than were ap- 
parent at the end of the war. 


In 1946 and 1947 there was a rapid increase in 
imports from the United States at a time when a 
large part of exports to overseas countries was 
being financed by credits from the Canadian Govern- 
ment. Mainly as a result of this underlying back- 
ground, the official reserves fell from $1,508 million 
at the end of 1945 to $502 million at the end of 1947 
in terms of United States dollars. 


In 1945 Canada had a current account surplus of 
$688 million, after allowance for official contri- 
butions of $858 million. A small and unusual sur- 
plus of $36 million occurred from current transactions 
with the United States. In 1946 the surplus with all 
countries fell to $363 million, and current trans- 
actions with the United States yielded a deficit of 
$607 million in contrast to the previous year’s small 
surplus. Of the overseas surplus of. $970 million, 
$750 million was financed by interim advances, ex- 
port credits, and drawings on the loan of $1,250 mil- 
lion to the United Kingdom which was negotiated in 
March 1946. Since most of the overseas surplus was 
not available to meet the deficit with the United 
States, and since net private capital inflows were 
much less than in 1945, official holdings of gold 
and United States dollars fell by $251 million. 


In 1947 official holdings of gold and United 
States dollars fell by a further $743 million. As in 
1946, a combination of exports to overseas countries 
financed by credit and a rapidly growing level of 
imports from the United States paid for in cash 
depleted the reserves. Unlike 1946, the current 
Surplus was very small at $49 million and private 
capital movements were outward on balance. 


Among the more important steps taken in 1947 to 
control the loss in reserves were the emergency 
exchange conservation measures and arrangements 
for temporary borrowing in the United States. These 
are described in the chapter which follows. The re- 
maining credits to overseas countries were drawn at 
a reduced rate from the previous year. 


Factors in the Exchange Crisis 


With the end of the war, two sets of forces came 
into play to produce an exchange crisis. One group 
of forces arose from the record peacetime level of 
expenditure in Canada. This was due not only to 
heavy consumption and investment expenditures, 
including additions to inventories, but also to a 
high level of exports financed to a large degree by 
the Canadian Government. Deferred demands arising 
from wartime restrictions and shortages were sup- 
ported by a tremendous volume of savings, par- 
ticularly in the hands of consumers. A world-wide 
shortage of important commodities prevailed, in 
Canada and the United States because of unsatisfied 
demands backed by heavy savings, and overseas 
because of reconstruction needs. The resulting up- 
ward pressure on prices was accentuated by the 
easing or abolition of price controls. 


The second group of forces was external in 
origin and lay in the position in which Canada’s 
traditional overseas customers found themselves 
when hostilities ceased. The productive capacity of 
many of these countries had been seriously im- 
paired by the ravages of war, and tremendous de- 
mands for reconstruction and reconversion appeared 
as the war-time financial arrangements came to an 
end leaving these countries dependent on their de- 
pleted external assets. In these circumstances and 
in furtherance of Canadian interest in a high level 
of international trade Canada had undertaken sub- 
stantial commitments through a programme of loans 
and credits. This led to a large loss of official 
reserves with the re-appearance of a large current 
account deficit with the United States which had to 
be settled on a cash basis, at a time when the large 
overseas surplus was to a substantial degree fi- 
nanced by government credits. Only part of this 
overseas surplus was available to Canada in the 
form of convertible exchange for settlement of her 
deficit with the United States. To accentuate the 
problem, the net capital inflow from the United 
States fell in 1946 and developed into an outflow in 
1947. 


Merchandise exports to the United States were 
not as flexible in an upwards direction as were 
imports from the United States. A large amount of 
exports continued to go overseas, while rapidly 
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rising levels of consumption and investment ab- 
sorbed for domestic use much labour and material 
which might have gone into exports. This situation 
was accentuated in 1947 as the physical volume of 
both consumption and investment rose and exports 
overseas continued on a large scale. Supply limita- 
tions were not as important on the import side, in 
spite of many shortages in the United States early 
in 1946 which left Canadian demands unsatisfied 
and kept down the movement of goods. Canadian 
imports from the United States are a very small part 
of total goods produced there, and therefore easily 
expanded, while many exports to the United States 
are a substantial part of our production. Furthermore, 
increased availability of United States supplies late 
in 1946 meant that many of the unsatisfied Canadian 
demands would spill over into 1947. Finally the War 
Exchange Tax of 10% imposed in 1940 on all imports 
-from non-Empire countries was abolished in the 
budget introduced in October 1945. 


Another factor affecting imports was the increase 
in the official rate for the Canadian dollar to $1.00 
in United States currency in July, 1946. This move 
was taken at a time when prices were subject to 
strong upward pressures and when the official re- 
serves were high. In itself this change tended to 
lower the Canadian dollar price and therefore the 
value of imports and also affected the domestic 
price level. It had the additional effect of making 
it cheaper to import goods, although supply dif- 
ficulties made it difficult to get some imports. 


In prewar years the whole of any overseas sur- 
plus and any net capital inflow from overseas would 
have been available to settle the current deficit 
with the United States. Post-war reconstruction 
problems made it impossible for overseas countries 
to finance their entire needs in Canada. The Cana- 
dian Government recognized the importance to a 


major trading country like Canada of restoration of 
world trade. Increased production overseas and the 
re-establishment of conditions facilitating multi- 
lateral trade were of great importance to a country 
which traditionally had a large overseas surplus 
and a deficit with the United States. To aid in the 
restoration of overseas economies, various loans 
and lines of credit were established by the Govern- 
ment. These credits were, of course, partly re- 
Sponsible for the size of the current deficits which 
they helped finance. 


An important factor contributing to Canada’s 
shortage of United States dollars was the slowness 
of European recovery. The severe winter of 1946-47, 
poor crops in 1947, and political tensions added to 
recovery problems. Faced with the necessity of 
importing more than they could export, and having 
much less income from services and investments 
than before the war, their reserves fell. In the latter 
part of 1947, therefore, restrictions upon imports 
from the Western Hemisphere were intensified by 
European countries and the dollar shortage led to 
measures by Latin American countries as well. The 
Short-lived experiment in convertibility of sterling 
ended in August 1947 and sterling area countries 
re-imposed restrictions on expenditures in Canada 
and other dollar countries. 


As was shown in Statement 1, the area distribu- 
tion of Canada’s transactions had changed con- 
siderably from the period before the war. While the 
United States share in Canada’s current receipts 
had dropped somewhat in 1946 as compared to the 
pre-war years, her share in current payments by 
Canada was much larger. The rise in her share of 
payments in 1946 over 1945 was due both to an 
increase in expenditures in the United States and a 
large decrease in Canadian war expenditures over- 
seas. In 1947, while the United States share in 


STATEMENT 3. Summary of the Balance of Payments 1946-1947 
(Millions of dollars) 


Commodity exports (adjusted)................ssscesesesessssserecee 
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Current account balance (C) .............:escceeseserscesereres 
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current receipts fell slightly, her share in current 
payments rose again. Slowness in recovery overseas 
and a rapid reconversion in the United States were 
factors making for the very high share of the United 
States in Canadian imports. 


Transactions in 1946 


The current account surplus with all countries 
fell to $363 million in 1946, as compared with a 
surplus of $688 million in the previous year. As 
wartime needs abated, merchandise exports both 
overseas and to the United States fell considerably 
in 1946 as a whole compared to 1945, with most of 
the decrease occurring in exports to the United 
Kingdom. Imports were well over the 1945 level, 
however, because of a high level of gross national 
expenditure and improving supply conditions in the 
United States. Merchandise imports were about 15 
per cent of gross national expenditure, as compared 
with about 12 per cent in 1945 and 1939. Exports 
fell substantially as a percentage of gross national 
expenditure from the level reached in 1945. 


Of the overseas surplus of $970 million in 1946 
(after allowance for official contributions of $97 
million) $750 million was financed by interim 
advances, export credits, and drawings on the loan 
of $1,250 million to the United Kingdom negotiated 
in March 1946. Only $276 million was available to 
Canada from exchange transfers which could be ap- 
plied tothe deficit withthe United States. Other capi- 
tal movements between Canada and all countries were 
inward on balance but the net was much smaller 
than in 1945. In the world account the effect of 
these factors was a decrease in official holdings of 
gold and foreign exchange of $267 million. In the 
United States account, the receipt of $276 million 
in exchange transfers and a capital inflow of $80 
million were not enough to offset a deficit of $607 
million and reserves of gold and United States 
dollars fell accordingly by $251 million. 


The reconversion through 1945 and 1946 was 
effected fairly quickly in Canada. While government 
expenditure in 1946 fell to half the 1945 total,and 
exports also fell, large increases in consumption 
and investment expenditures made upthe difference + 
Gross national expenditure in value terms was 
actually slightly higher in 1946 than in 1945. Heavy 
peacetime expenditures on consumption and invest- 
ment, and a level of exports of goods and services 
over twice that of 1939, ensured that imports of 
goods and services remained about the same as the 
previous peaks of 1943 and 1945. 


Recovery in the United States was also rapid. 
The large decrease in government expenditures was 
offset by domestic investment nearly three times the 
value of the 1945 figure, by a large increase in con- 


1. In the National Accounts, official contributions 
are treated as government expenditures rather than ex- 
ports of goods and services. Somewhat under half of the 
decrease of government expenditures in 1946 was due to 
the decrease in official contributions. 


sumption expenditures, and a substantial current 
account surplus in contrast to a deficit in the pre- 
vious year. Gross national expenditure was only 
slightly below the 1945 peak. The same type of be- 
haviour in the components mentioned above led to a 
slight increase in gross national expenditure in the 
United Kingdom. The volume of United Kingdom ex- 
ports doubled the abnormally low figure of 1945 and 
exceeded the 1939 volume. 


The timing of the impact of these various forces 
on the current account in 1946 is clearer if quarterly 
data are used. The effects of heavy deferred demands 
and rising incomes in Canada on current account 
transactions with all countries were not felt at once 
because of supply problems, particularly in the first 
half of 1946. The increased volume of imports in the 
second quarter was sustained in the third quarter, 
while export volume rose in that quarter. Relative to 
the 1948 base, the terms of trade were favourable to 
Canada. Receipts from other current transactions, 
moreover, rose more quickly than payments in the 
first three quarters of 1946. This was partly due to 
the seasonal increase in tourist receipts; it was 
also due to special factors such as greater freedom 
in transferring inheritances to Canada from the 
United Kingdom, and rapidly decreasing war ex- 
penditures abroad. In the fourth quarter, however, 
imports rose more rapidly than exports and a com- 
bination primarily of decreased travel receipts and 
increased income payments brought a large adverse 
change in the balance on other current transactions. 
As a result of these factors, a current account sur- 
plus of $146 million in the third quarter of 1946 was 
reduced to $23 million in the fourth quarter. 


It is clear from price and volume indexes that 
the main reason for the higher import values in 1946 
was increased volume. The volume index for all 
imports, using 1948 as the base year, rose from 
80.8 to 94.8 in the second quarter of 1946 and to 
109.8 in the fourth. The rise in the price index for 
imports was much less spectacular. The stability of 
the import price index in the face of rapidly rising 
United States prices after mid-1946 was due chiefly 
to the revaluation of the Canadian dollar in July 
1946. It was also due to some lag in the transfer of 
the impact of higher United States prices to the 
import price index. 


Transactions with the United States in 1946 


The decline in exports to the United States in 
1946 compared to 1945 was primarily due to de- 
creases in abnormal grain and munitions sales. Other 
exports were higher, particularly exports of wood 
products. A large increase in the volume of business 
inventories contributed to the rise in imports in this 
and the following year. The rise in imports spread 
over both consumer goods and durable goods. 
Particularly important were the absolute increase 
over 1945 of imports of fuel, materials, and machinery 
and equipment parts and finished items. These items 
are needed when Canadian production and particularly 
investment are high. Supply factors of importance in 
the United States were increasing availability of 
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commodities as reconversion was quickly effected 
and gross national product rose rapidly, and better 
transportation conditions. Somewhat slower recon- 
struction overseas and tight supply conditions also 
led to more imports from the United States, as in 
the case of textile industry imports. The striking 
increase in imports in the fourth quarter of 1946 was 
clearly not due to seasonal factors, since only 
about one quarter of total imports move in this 
quarter under normal circumstances. 


The balance on non-merchandise transactions 
improved in the third quarter of 1946 then deterio- 
rated sharply in the fourth. This is typical behaviour 
for the non-merchandise balance, resulting from the 
seasonal nature of the balance on travel expenditures 
and heavier dividend payments in the fourth quarter 
than in the third. Other than seasonal factors were 
also at work. While United States travel expenditures 
in Canada reached new peaks in 1946, this change 
was offset by a rise of corresponding size in Cana- 
dian expenditures in the United States. Rising 
incomes after the first half of the year and greater 
freedom of travel were factors affecting bothreceipts 
and expenditures. Relaxation of travel restrictions 
in May 1945 and September 1946 by the Canadian 
authorities was an additional factor on the ex- 
penditures side. The Canadian dollar cost of interest 
payments to the United States was lower in 1946 
than in 1945 because of the revaluation of the 
Canadian dollar, but dividend payments to the United 
States rose substantially. In 1945 payments were 
low as many companies retained earnings to finance 
expansion or increase working capital. The increase 
in 1946 was due to greater payments by subsidiaries 
_toparent companies in the United States, particularly 

in the fourth quarter of 1946. A factor contributing to 

larger dividend payments after the middle of the 
year was the more favorable exchange rate. Another 
factor contributing to large net payments to the 
United States was a substantial drop in receipts 
from United States government expenditures for de- 
fence in Canada, while the Canadian Government 
made payments of $23 million, chiefly to cover the 
purchase of immovable assets and certain military 
equipment. Most miscellaneous expenditures were 
also higher in 1946. Larger emigration to the United 
States and a further liberalization of exchange 
control policy on transfer of emigrants’ funds almost 
doubled the 1945 figure for inheritances and emi- 
grants’ transfers to the United States. 


Over the year 1946 as a whole the unusually 
large volume of transactions in Canadian securities 
was offsetting. The net capital inflow from the 
United States of $80 million reflected principally 
inflows for direct investment and the growth of 
United States holdings of Canadian dollars. 


Purchases by United States residents of out- 
standing Canadian securities, which had been 
substantial since 1942, reached an annual rate of 
nearly $400 million in the first half of 1946. Interest 
rates which were attractive relative to those avail- 
able in the United States and a feeling that the 
Canadian dollar might be undervalued at the existing 


exchange rate contributed to the inflow, in which 
institutions played a prominent role. Paralleling 
these purchases considerable amounts of new issues 
of Canadian dollar bonds were acquired by United 
States accounts. The rate of inflow dropped abruptly 
when the official exchange rate was restored to 
parity in July 1946. 


The declining interest rates during the war and 
immediate post-war months led to a substantial 
volume of refunding. In the early part of the year the 
Government retired several United States dollar 
issues, while a number of corporate debtors refunded 
obligations payable abroad. Following the return to 
parity, debtors having obligations payable in foreign 
currencies tended to take advantage of the op- 
portunity to eliminate these to the extent that the 
terms and the exchange restrictions permitted. 


Transactions with Overseas Countries in 1946 


Exports to overseas countries in 1946 were lower 
than in 1945 but rose through the year. Imports rose 
more slowly. With the cessation of abnormal muni- 
tions shipments and the end of Mutual Aid, exports 
to the United Kingdom were much lower in 1946 than 
in 1945. The demand for food and someraw materials 
was very strong, however, so that export values 
were twice the level of those in 1937-39. Imports 
from the United Kingdom at $138 million in 1946 
were $38 million over the 1945 level but not much 
higher than the 1937-39 average. Many commodities 
like coal and textiles which before the war were 
important British exports to Canada did not recover 
as much as British exports generally, and many 
British exports to Canada were limited by the in- 
ternal requirements of the reconstruction period and 
the demands of overseas markets. 


Offsetting to a large extent the decrease in the 
trade balance from 1945 was the decrease from $696 
million to $73 million in Canadian government war 
expenditures in the United Kingdom. The rise in the 
level of receipts from inheritances and immigrants’ 
funds was primarily due to the relaxation of British 
exchange restrictions in March 1946. 


Exports to other sterling area countries in 1946 
were somewhat below the 1945 total. They were very 
high, however, if the large amount of munitions and 
of special railway equipment to India are excluded 
from the 1945 total. The current surplus at $164 
million was several times greater than that in 1937 
or 1938. 


The main financing of the sterling area deficit 
withCanada during the war was by Mutual Aid, while 
official and private repatriation of securities and 
the loan of $700 million to the United Kingdom in 
1942 were other important sources of financing. In 
order that the necessary shipments of goods could 
continue at the end of the war, interim advances to 
the United Kingdom were made until drawings on the 
loan of $1,250 million negotiated in March 1946 
commenced. At the same time, an agreement between 
Canada and the United Kingdom cleared away all 
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outstanding liabilities between the two governments 
arising out of the war, including interim advances 
but not the 1942 loan. As part of the agreement the 
United Kingdom paid the Canadian Governr ent $150 
million, supplied by the sale of an equivalent amount 
of gold to Canada. In 1946 the sterling area deficit 
in Canada was $664 million. Of this total $540 mil- 
lion was financed by drawings on the March 1946 
loan and $112 million by interim advances in the 
first quarter of the year, but as has been noted the 
British Financial Settlement involved payment of 
$150 million to Canada. Private repatriation of Ca- 
nadian securities through repurchases and retire- 
ments yielded $125 million to the sterling area but 
this was partly offset by repayment of $89 million 
on the 1942 loan. After other capital transactions 
and including the change in official holdings of 
sterling the net capital outflow from Canada was 
$491 million. The balance of the financing of the 
sterling area current account deficit was settled by 
exchange transfers in the amount of $173 million. 


Exports to non-sterling area overseas countries 
in 1946 were only slightly lower than in 1945, but 
increased imports lowered the trade surplus from 
$454 million in 1945 to $373 million in 1946. Official 
contributions amounted to $92 million, and were 
made mainly to U.N.R.R.A. but included some 
military relief and Mutual Aid. The current account 
balance was $306 million, of which $103 million 
was financed by exchange transfers and $210 million 
by export credits, while other capital movements on 
balance showed an inflow of $7 million. 


Transactions in 1947 


In 1947 there was an even more rapid reduction 
of $742 million in official holdings of gold and 
foreign exchange. This was due to a sharp decline 
in the size of the current account surplus to $49 
million, and a further expansion in capital outflows 
as shown in Statement 3. Under the prevailing 
conditions in which a large part of exports overseas 
were financed by credits there was not sufficient 
exchange available from this source to finance-the 
growing deficit with the United States. 


The higher level of imports was the principal 
change which virtually eliminated the current sur- 
plus. Most of the increase in imports of $713 million 
in 1947 was in imports from the United States. The 
more moderate rise in exports of $330 million was 
less concentrated in one direction. 


In the first quarter of 1947 the usual seasonal 
drop occurred in exports; any seasonal forces work- 
ing toward a decrease in imports from the fourth 
quarter of 1946 were offset, however, by heavy de- 
mands in Canada, so that imports were unchanged. 
The resulting trade surplus of $56 million, which 
was well under the $100 million to $200 million 
quarterly trade balances of 1946, was not exceeded 
in the remaining three quarters of 1947. Although 
exports rose substantially over the corresponding 
quarters of 1946 the rise in imports was relatively 
greater. The seasonal decrease in tourist receipts, 


combined with continued heavy payments of divi- 
dends, were mainly responsible for a deficit on 
other current transactions in the first quarter which 
was close to that of the fourth quarter of 1946. A 
large deficit on other current transactions occurred 
in the second quarter as well, but the seasonal rise 
of tourist receipts in the third quarter converted the 
deficit on non-merchandise transactions to a surplus. 


The periods of largest decreases in reserves 
were the last quarter of 1946 and the first two 
quarters of 1947, although the low point of just under 
$461 million was reached as late as December 1947. 
The deficit with the United States in these nine 
months amounted to $934 million. This deficit could 
be financed by receipts of convertible exchange, by 
capital inflows, or by the use of reserves. But most 
of the net outflows of capital to the United States 
occurred in this period, contributing to the deterio- 
ration of the reserve position. Receipts of con- 
vertible exchange exceeded the net capital outflow 
to the United States by only $83 million, as is 
evidenced by the fact that the reserves fell by $851 
million in this period to finance the deficit with the 
United States. These broad observations suggest 
the significance for the exchange problem of the 
rising current deficit with the United States under 
current conditions of financing overseas trade with 
credits. 


Annual price indexes for exports and imports 
suggest the terms of trade in themselves played a 
very small part in the deterioration in the current 
account from 1946 to 1947, since export and import 
prices rose proportionately. There was however some 
deterioration of the terms of trade from the fourth 
quarter of 1946. The volume of imports, however, 
rose much more rapidly than that of exports. The 
index for the former rose from 95.4 in 1946 to 110.9 
while that for the latter rose from 94.1 to 98.5. The 
increase in export volume was restricted because 
agricultural crops were below average but some 
items, such as wood products, rose greatly. Im- 
proved supplies in the United States and large 
increases in the volume of consumption and invest- 
ment expenditures in Canada were important factors 
affecting import volume. 


The price level in Canada rose about 10 per cent 
in 1947 with the progressive removal of price controls 
during 1947, the effects of price increases abroad 
transmitted through foreign trade, and increases in 
demand and particularly in investment. The price 
increase was spread throughout the year. Most of 
the 15 per cent gain in 1947 for gross national prod- 
uct as a whole was due to price increases rather 
than volume, although some volume increases (as in 
machinery and equipment) were substantial. A 
continued decrease in government expenditures and 
the virtual disappearance of the current account 
surplus were more than offset by rising consumption 
and investment expenditures. In the United States, 
gross national product in physical terms was un- 
changed in 1947 but because of price increases the 
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value figures rose about 10 per cent. Gross national 
product in the United Kingdom rose somewhat less 
than this. 


Transactions with the United States in 1947 


The current deficit with the United States in 
1947 rose by $527 million to $1,134 million, a level 
greater than any recorded before or since. Of the 
increase in the deficit, $460 million was due to 
merchandise trade and $67 million to other current 
transactions. 


Although exports to the United States were higher 
in each quarter of 1947 than the corresponding 
quarter of 1946, the increase was much more moderate 
than that in imports. Most of the increase in ex- 
ports was concentrated in newsprint, pulp and paper, 
and other wood products. Grain exports to the United 
States continued to fall. The relative stability of 
exports to the United States was a reflection of the 
supply limitations affecting the main exports. 
Large volume increases could not be effected with- 
out an expansion in capacity or a diversion from 
overseas markets to the United States. In both 1946 
and 1947 overseas commitments were a factor limit- 
ing exports to the United States. In some cases 
export controls on shipments to the United States 
were used so that overseas commitments could be 
met. High levels of demand in Canada also held 
down exports and stimulated imports. Merchandise 
imports from all countries rose to the very high 
level of 18.4% of gross national expenditure, as 
compared with 15.2% in 1946. 


The most significant item increasing Canadian 
imports from the United States was probably the 
expansion in domestic investment including in- 
ventories. The United States dollar content of 
investment in machinery and equipment is particularly 
high. Investment in new machinery and equipment 
alone rose from $584 million in 1946 to $1,016 mil- 
lion in 1947; in constant dollar terms the increase 
was from $467 million to $723 million. Imports of 
both durable and non-durable consumer goods also 
rose rapidly as some long deferred consumer de- 
mands were satisfied. The strength of these various 
demands is shown by the fact that somewhat less 
than one half of the increase in value of imports 
from the United States in 1947 was in the iron and 
products group. This group includes many invest- 
ment goods or materials, such as farm and non-farm 
machinery and steel, as well as consumer durables 
such as automobile parts. Approximately half the 
rise in value of imports can be attributed to price 
increases. While important increases in the prices 
of exports to the United States also occurred, es- 
pecially in the wood products group, the effect of 
price increases was to raise greatly net expenditures 
of United States dollars by Canada. One reason for 
this was that the price increase on imports was 
distributed over a much greater volume increase than 
was true in the case of exports to the United States. 
Furthermore, since the price increases applied to a 
large deficit on merchandise trade with the United 


States in 1946 to begin with, even a uniform volume 
and price increase of exports and imports would 
add to United States dollar requirements. 


The largest quarterly current account deficit with 
the United States in the two years was that of $378 
million in the second quarter of 1947. Imports in this 
quarter rose to $537 million, a value over twice the 
level of exports. While imports stayed close to the 
$500 million dollar level in the last two quarters of 
1947, the current deficit with the United States fell 
considerably. This was partly due to a rise in ex- 
ports in the fourth quarter, but the main reason for 
the improvement in the second half of the year was 
the smaller deficit on non-merchandise transactions. 
For the year as a whole freight and shipping pay- 
ments were higher with the increased volume of 
imports and increases in freight rates in the United 
States in 1946 and 1947. While interest payments 
were lower in 1947 because of refinancing at lower 
interest rates, redemptions, and the absence of a 
premium on United States dollars, dividend payments 
by subsidiaries increased because of larger earnings 
and withdrawals of income accumulated in previous 
years. A sharp drop in travel expenditures occurred 
in the fourth quarter, partly because of seasonal 
factors and partly due to a tightening of exchange 
regulations affecting travel expenditures.In November 
the amount of United States dollars which could be 
used for travel purposes was set at $150 annually, 
except for business, health, or educational purposes. 
Dividend payments also fell from the high levels of 
the last half of 1946 and the first half of 1947; in 
part this decrease was a normal reaction from the 
heavy transfers of accumulatedand current income in 
the previous four quarters, and in part it was due to 
a revision in exchange control policy which affected 
the timing of remittances of earnings. A special war 
refund of $30 million from the United States Treasury 
also raised receipts in the last half of 1947. 


The tendency towards capital outflow which was 
a direct and natural reaction to the return to parity 
in 1946 was soon overshadowed by changes in 
capital movements of a far larger size. As has been 
seen, at the end of 1946 the rising level of imports 
from the United States led the current account to a 
deficit. Indeed over the twelve months ending 
September 30, 1947, there was an overall current 
account surplus with all countries of only $42 mil- 
lion, while over this period post-war loans and 
advances were extended in the net amount of $656 
million. The rapid deterioration of the Canadian 
position raised the question of whether the exchange 
rate would be maintained at par, and as a result 
added to the burden heavy net private capital out- 
flows to the United States. Despite a more re- 
strictive exchange policy in dealing with retirements 
in advance of maturity, net retirements of Canadian 
securities over the year as a whole totalled $218 
million compared with $242 million in 1946 when 
Government issues had been retired on a large 
scale. Trade in outstanding securities led to an 
outflow of $3 million as against an inflow of $241 
million in 1946. The full impact of other capital 
movements is not apparent in the annual data for, as 
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the crisis developed, administrative measures of the 
exchange control restrained in part the short-term 
outflows and before the end of the year there had 
been some reflux of capital, although the movement 
was on balance outward. As a result of these 
factors and the payment of the. gold subscription to 
the International Monetary Fund theré was a net 
capital outflow to the United States in the year of 
$238 million, a deterioration of $318 million from 
the balance in 1946. 


Transactions with Overseas Countries in 1947 


The surplus on current account transactions with 
overseas countries rose by $213 million to $1,183 
million in 1947. Merchandise trade accounted for 
$77 million of this improvement. The disappearance 
of expenditures associated with wartime activities 
and a drop in official contributions were responsible 
for the sharp improvement in the balance on non- 
merchandise transactions. 


The increase in the surplus with the sterling 
area accounted for all but $2 million of the increase 
in the current surplus with overseas countries. The 
growth in exports was the principal change affecting 
the current account balance with the sterling area in 
1947. British official contracts for many important 
foodstuffs made up a large part of exports to the 
United Kingdom, as in 1946. Bulk contracts for raw 
materials likelumber and metals were also important. 
The chief value increases were in wheat, flour and 
some other agricultural products, and in lumber and 
forest products. The merchandise trade balance with 
other sterling area countries increased markedly in 
1947 as exports rose under the influence of improved 


supplies in Canada of such items as automobiles 
and parts and the removal of import restrictions in 
British countries in 1946. Many of these restrictions 
were reimposed, however, in the latter part of 1947. 
Imports from the United Kingdom and other sterling 
countries were also appreciably higher in 1947, but 
the gain in imports of $75 million was offset by a 
decline of $73 million in overseas war expenditures. 


The sterling area deficit with Canada rose to 
$875 million in 1947. Drawings on the 1946 loan, 
amounting to $423 million, financed almost half of 
this. Exchange transfers were $518 million. Since 
no convertible exchange was received from the 
United Kingdom in 1946 following the receipt of gold 
in March, the large receipts of convertible exchange 
in 1947 should be related to total British drawings 
of $963 million on the Canadian loan to the end of 
1947. The United States dollars received from the 
United Kingdom in 1947 were negotiated transfers 
and were not directly connected with the general 
convertibility of current transfers of sterling in 
effect for part of the year. 


The current surplus with nomsterling overseas 
countries was virtually unchanged at $308 million. 
Exports did not change much but a substantial rise 
in imports lowered the trade surplus. Offsetting this 
was an improvement on non-merchandise items due 
to the disappearance of expenditures connected with 
the war. Exchange transfers yielded $111 million on 
balance, while net drawings on Canadian post-war 
credits financed $140 million of the surplus. The 
remainder was financed by a net capital outflow of 
$57 million arising from redemptions, withdrawal of 
balances released by the Custodian of Enemy 
Property, and other items. 


Chapter III 
PERIOD OF REPLENISHED RESERVES, 1948-1949 


General Characteristics 


The middle years, 1948 and 1949, of the post-war 
period under review are characterized by the large 
rise which occurred in Canada’s official reserves in 
Sharp contrast to the decline in the two preceding 
years. The official reserves declined from $1,508 
million at the end of 1945 to $502 million at the end 
of 1947 and were built up in the two following years 
to a level of $1,117 million. The increase in re- 
serves during this two year period was the result of 
the larger current account surplus which Canada had 
with all countries and the elimination of the net 
outflow of capital. The net movement of Capital in 
the two year period was largely offsetting in striking 
contrast to the two preceding years when there were 
exceptionally large outflows of capital chiefly 
arising out of loans and export credits extended by 
the Canadian Government to overseas countries. The 
reduced drawings on these loans in 1948 and 1949 
were mainly offset by private capital inflows. 


The current account surplus which Canada had 
in the two years was increased by approximately 
one-half over the two preceding years, rising from 
$412 million in 1946-47 to $628 million in 1948-49. 
This was only partly due to the effects of the ex- 
change conservation measures of the Canadian 
Government which reduced the volume of Canadian 
imports from the peak of 1947. But on the other 
hand Canada’s current account also felt the effects 
of exchange restrictions imposed by overseas 
countries. Related to the latter was another im- 
portant development during these years—the rise 
in Canadian exports to the United States which was 
made possible with the removal of Canadian re- 
strictions on exports to that country. In spite of 
this there was a slightly smaller export balance on 
merchandise account in the two later years. 


The largest part of the improvement on current 
account was from the reductions in Canada’s official 
contributions and from the termination of war ex- 
penditures, along with an improvement in the balance 
from other non-merchandise transactions. Prominent 
among the latter was a larger balance of receipts on 
travel account. 


The principal change in Canada’s bilateral 
accounts in the middle years was a reduction in the 
extent of bilateral disequilibrium both with overseas 
countries and with the United States. But this trend 
in the direction of balance became more accentuated 
in 1950. Consequently the current surpluses which 
Canada had with the United Kingdom and overseas 
countries in both 1948 and 1949 were much greater 
in size than in the two years which followed, al- 
though much less than in the earlier post-war years. 


The period under review was one of readjust- 
ments. Prominent among factors in the background 
were the introduction of Canada’s emergency ex- 
change conservation measures and their subsequent 
progressive removal, and the further deterioration in 
the currency positions of overseas countries. There 
was an intensification of import restrictions by over- 
seas countries on expenditures in Canada and a 
worldwide realignment of currency values in 1949. 


Emergency Exchange Conservation Measures 


In November of 1947 the Government of Canada 
introduced measures to conserve the use and to in- 
crease the supply of United States dollars. The 
most extensive measures were the restrictions upon 
imports. Imports of a variety of consumer goods and 
certain other articles were prohibited, and imports 
of a variety of other commodities were placed under 
quota. The quota system had the effect of reducing 
imports from the United States and certain other 
countries not known to be short of United States 
dollars, while not restricting increases in imports 
of the same commodities under quota from other 
countries. Some other imports, mainly machinery 
and capital goods, were dealt with on a selective 
basis. Special excise taxes were applied to certain 
consumer durable goods which have a large United 
States dollar content. New restrictions upon pleasure 
travel involving the use of United States dollars 
were also adopted. 


To provide new sources of United States dollars, 
Several methods were used. Tariff reductions 
negotiated at the Geneva meetings worked to this 
end. Special assistance was provided by the Govern- 
ment to stimulate gold production. Efforts were made 
to expand and divert Canadian exports to the United 
States and other dollar countries. An important 
factor influencing the diversion of exports to the 
United States was the removal of export controls in 
1948. Arrangements were made for a credit of $300 
million from the Export-Import Bank of Washington, 
to be available as a supplement to the remaining 
official reserves. Of the total credit only $140 mil- 
lion was drawn and this was repaid in 1948. 


These measures had important effects on the 
balance of payments during 1948, reducing the 
volume of certain imports and aiding in the rise in 
exports particularly in relation to the United States. 
They could be expected also to increase imports 
from overseas markets. 


Overseas Countries’ Restrictions on Imports 


The difficulty of most European countries in 
balancing their dollar accounts had been evident in 
1947, and various methods were used to meet this 
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problem. These meaSures included some attempts to 
increase exports to dollar countries, but to a growing 
degree in 1948 they took the form of restrictions on 
imports from dollar countries. The effects of these 
restrictions on Canadian exports were particularly 
noticeable in the case of manufactured goods. An 
important development in this period was the advent 
of the European Recovery Program in April 1948. 
Under the European Recovery Program the sterling 
area, and the participating European countries and 
their dependencies, attempted to reach a degree of 
balance in their overall international accounts by 
1952 which would not call for special assistance by 
the United States Government. The Program must be 
given credit, among other things, for moderating to 
some extent the impact on Canadian exports of the 
restrictions applied by these countries. Neverthe- 
less the decline in Canadian exports to overseas 
countries in 1948 was one of the major developments 
in that and succeeding years. 


Currency Devaluations 


In September 1949 the United Kingdom reduced 
the value of the United Kingdom pound in terms of 
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United States dollars by 30.5 per cent. All other 
currencies of the sterling area (except that of 
Pakistan) and many other currencies of important 
trading nations were also reduced in value by 
varying amounts. The Canadian dollar was reduced 
in value in terms of the United States dollar by 
about 9.1 per cent effective September 20. 


The currency revaluations had widespread in- 
fluences upon the course of international trade. This 
had been dislocated in the period preceding the 
changes, partly by anticipations that readjustments 
were imminent. A leading purpose of the devaluations 
was to stimulate exports to the Western Hemisphere. 
The success of the move depended on the extent to 
which the exchange advantage secured was not 
offset by rising internal prices, and on the extent 
to which domestic demand could be restrained so 
that more commodities could be exported. The effects 
of the devaluations, however, are not readily dis- 
associated from the effects of other alterations in 
the background. 


STATEMENT 4. Summary of the Balance of Payments 1948-1949 
(Millions of dollars) 


1948 1949 
F <I 
United Overseas All United Overseas All 
States Countries | Countries States Countries | Countries 
Commodity exports (adjusted) .........sesssecsssseeeeseeeees 1,508 foe 3,030 ro 2,989 
Commodity imports (adjusted)..........-...cceccssssssseeesneenes 1, 797 801 2,598 1,899 197 2,696 
Balance on Commodity tradew ses ste eee ee - 289 se PFD ar ES > init! a Oldell + 293 
Balance on all other current transactions.................. - 104 + 123 + 19 SPB} as MOY 2 KS 
Current account balance (C) ..................:.scecesececeeeees - 393 + 844 + 451 - 601 ae reeks: cr isd, 
Net post-war loans and advances by Government of 
Canacdas(D oss 10) eee ee ee he — SOO = 108 =a 
All other capital movements (E-D9-D10) ..........000 ae alata OG tr ae 
Balance settled by exchange transfers (G)............... + 778 STi ths: oe 
Changes in official holdings of gold and foreign 
@XCHANE EC. (HH) oeecsscstcec cess apar's eac caress cece eopiensasceee nk 


Note: Letters refer to code used in Tables at end of publication. 


Transactions in 1948 


The current account surplus rose from $49 million 
in 1947 to $451 million in 1948. Merchandise trade 
accounted for $244 million of the improvement of 
$402 million in the current account surplus. The 
balance on other current transactions was positive, 
the only year in which this has occurred in the post- 
war period. This was the result of a sharp increase 
in net receipts on travel account combined with 
favourable trends in each of the other main items. 
Exports to all countries rose by over $300 million; 
this was made up, however, of an increase to the 
United States and a decrease to the sterling area 
and to other O.E.E.C. countries. Imports were only 


slightly higher than in 1947. While imports from the 
United States decreased under the impact of the 
emergency measures taken in November of 1947 to 
conserve United States dollars, imports from each 
of the other areas shown in the Tables increased 
markedly. Particularly notable was the increase in 
imports from the United Kingdom, which rose by 
$105 million to a total of $287. 


Current transactions with the United States 
resulted in a deficit of $393 million, or about one 
third of the deficit of $1,134 million in 1947. A 
smaller part of overseas exports was financed by 
official contributions and drawings on loans, and 
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more of the surplus was financed by exchange trans- 
fers. In the world account, the current account 
balance of $451 million and the net inflow of other 
capital movements of $167 million more than offset 
net drawings on post-war loans and advances of 
$126 million and raised official holdings of gold 
and foreign exchange by $492 million. 


In 1948 economic activity rose to high levels, 
accompanied by a sharp rise in prices. Gross 
national expenditure in Canada rose 3 per cent in 
physical volume and 13 per cent in terms of value. 
Similar trends appeared in the United States and 
United Kingdom. Both in Canada and the United 
States investment in durable physical assets gained 
strongly in both value and volume terms. 


Exports to all countries were substantially 
higher in 1948 than in the corresponding quarters of 
1947, except in the second quarter. The rise in the 
value of exports was mainly due to increased prices, 
although there were large volume increases in the 
second half of the year. Under the impact of the 
emergency regulations imposed by the Government 
of Canada, imports were fairly close to those of the 
corresponding quarters of 1947 until the fourth 
quarter. The stability of import values in 1948 was 
mainly due to price increases as the volume fell 
sharply by 10 per cent. The trade surplus improved 
sharply in the first quarter of 1948, rising to a level 
of $126 million. Another large surplus of $161 million 
occurred in the fourth quarter of 1948. These com- 
pare with trade surpluses of $33 to $56 million during 
1947. 


The balance on every other current account item 
shown in the Tables also improved, the most notable 
improvement occurring in the balance on travel ex- 
penditures. While travel receipts were higher in 
every quarter as compared to 1947, travel expendi- 
tures were lower in every quarter under the impact 
of the $150 limit on expenditures in United States 
currency on pleasure travel imposed in November 
1947. The improvement on non-merchandise trans- 
actions in the first half of 1948 over the first half 
of 1947 was $100 million, apart from official con- 
tributions; in the second half of 1948 these non- 
merchandise items showed a further improvement of 
$43 million over the second half of 1947. 


As a result of these changes, large current 
account surpluses occurred in every quarter except 
the second. In the second quarter the current account 
was in virtual balance, mainly because of a sharp 
increase in imports and in dividend payments from 
the first quarter. The timing of the latter was partly 
associated with the policy introduced in September 
1947 of permitting remittances of earnings by sub- 
sidiaries and branches three months after the close 
of the fiscal year to which they related. The effect 
of these current account changes, when combined 
with capital movements including government 
borrowing in the United States, was to raise official 
holdings of gold and United States dollars steadily 
through 1948. 


Transactions with the United States in 1948 


Of the decrease in the deficit with the United 
States from $1,134 million in 1947 to $393 million 
in 1948, $601 million was due to a reduction in the 
trade deficit and $140 million to a reduction in the 
deficit on other transactions. The reduction in the 
trade deficit was due to an increase of $447 million 
in exports and a decrease of $154 million in im- 
ports. The very large increases in exports in the 
third and fourth quarters of 1948 were mainly due to 
diversions of exports from overseas markets. Many 
export controls were removed in the third quarter, 
controls which formerly limited or prohibited ship- 
ment of many commodities to the United States. 
These has been used both to meet overseas commit- 
ments and internal shortages. Heavy exports to the 
United States of coarse grains and of beef and beef 
cattle resulted. Improving supplies of coarse grains 
and other commodities were also a factor in the 
export increases in 1948. Increased demands in the 
United States played an important part as well; for 
example, non-ferrous metal exports were very high 
in response to heavy investment and production de- 
mands in the United States. Reductions in the United 
States tariff as a result of the Geneva meetings also 
aided in raising some types of exports. 


Imports in the first three quarters of 1948 were 
well below the corresponding quarters of 1947, in 
spite of rising incomes in Canada and rising import 
prices. Although some decline might have occurred 
in any case from the large volume of imports in 
1947, most of the decline was due to the measures 
used to conserve United States dollars. The de- 
crease in volume of imports was concentrated 
chiefly in consumers’ goods such as textiles, and in 
cars and trucks. Imports of some commodities in- 
creased, however. Value increases occurred, for 
example, in coal, some types of petroleum, and in 
machinery. The last of these in particular reflected 
the continued upward trend of investment in durable 
physical assets. 


The most important change contributing to the 
improvement on non-merchandise transactions was 
a large reduction in travel expenditures by Canadians 
in the United States. This was due not only to the 
limitations on pleasure travel involving expenditures 
of United States exchange, but to the import regula- 
tions which prohibited the import of many items 
which Canadian tourists normally buy. The reduction 
in travel payments, combined with larger receipts, 
raised the surplus on travel account by $65 million 
to $154 million in 1948. Most of the other items 
also showed improvement in 1948. The fluctuations 
in the balance on non-merchandise transactions in 
the first half of the year reflect mainly fluctuations 
in dividend payments. These were very low inthe 
first quarter, and more than doubled in the second. 
Part of the reason for this change from the 1946 and 
1947 pattern was the revision of regulations con- 
cerning income transfers, referred to above, which 
affected the timing of transfers. 


Capital transactions with the United States in 
1948 resulted in a net inflow of $111 million, adding 
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to official holdings of gold and United States 
dollars, in contrast to a net outflow of $238 million 
in 1947. A borrowing of $150 million in the United 
States by the Government of Canada was the most 
important single transaction. Of this loan, $140 
million was used to repay drawings on the Export- 
Import Bank loan. Retirements of Canadian securities 
at $96 million were less than a third of the 1947 
retirements. 


The extent to which special official transactions 
replenished the official holdings of gold and United 
States dollars in 1948 is indicated by the following 
figures, which are in millions of United States 
dollars. 


Holdings 
Period Solari 
period Us: 
et silk 
194.6 weeterectececnsec 1, 245 = = = 
1947 nce 502 - 743 = ds 
1948: 
I Quarter ...... 607 +105 + 50 = 
II Quarter ...... 7142 +135 + 90 _ 
III Quarter ...... 855 +113 - 140 +150 
IV Quarter ...... 998 +143 os = 
ES (Pa GET eee) ee ns alee ee 


Transactions with Overseas Countries in 1948 


When the European Recovery Program went into 
effect in April 1948, most of the important trading 
countries of Europe had come very close to the 
limit of their expendable exchange reserves. The 
European Recovery Program must be given credit 
for helping to prevent a more severe decrease in 
Canadian exports to this group of countries than 
actually occurred. Although alternative markets would 
probably have been found for some of Canada’s over- 
seas exports, the overall level of trade with over- 
seas countries would have been more severely cur- 
tailed. While efforts were made by these countries 
to increase their exports to dollar countries, reliance 
was also placed on reducing dollar imports or divert- 
ing purchases to nondollar countries. 


The current account surplus with overseas 
countries declined by $339 million in 1948, with the 
sterling area accounting for $260 million of this 
decrease. The deterioration in 1948 was due to 
merchandise trade; non-merchandise items showed 
very little change on balance, while official con- 
tributions fell. Exports fell by $140 million, while 
imports rose by $217 million. If allowance is made 
for increases in export and import prices averaging 
over 10 per cent, it appears that the main factor in 
reducing the trade surplus with overseas countries 
was a decrease in the volume of exports, although 
the rise in the volume of imports was substantial. 
Decreases in exports overseas were particularly 
widespread in manufactured goods and in some foods 
and raw materials. 


More than half of the reduction in the current 
surplus with the sterling area occurred in the account 
with the United Kingdom. The volume of some ex- 
ports to the United Kingdom, such as bacon and 
lumber, was much less than in 1947 while purchases 
of apples and beef were terminated during the year. 
The decreases were concentrated in the last three 
quarters as compared with 1947. Imports from the 
United Kingdom were substantially higher in every 
quarter of 1948 as compared with 1947. This was 
due partly to higher prices, partly to the quotas on 
imports from the United States of commodities like 
textiles and automobiles which the United Kingdom 
could also supply, and partly to improving supplies. 
Imports from the other sterling area countries did 
not increase to the same extent as those from the 
United Kingdom. The substantial fall in exports to 
other sterling area countries as a result of their 
controls was most evident in many manufactured 
goods, particularly automobiles. The most important 
change in 1948 on non-merchandise transactions 
with the sterling area was a decline in freight and 
shipping receipts associated with lower export 
volume. Higher receipts from a heavy volume of im- 
migration during the year offset part of this. 


In the capital account with the United Kingdom 
the largest change was the reduction in drawings on 
the 1946 loan, which were limited to $52 million. 
This compares with $423 million in 1947. All of the 
drawings were in the first four months of 1948. Re- 
payments on the 1942 loan were $64 million. Ex- 
change transfers were higher and became the chief 
method of financing the sterling area deficit in 
Canada, in contrast to the situation in the 1946-47 
period. 


This pattern of lower Canadian exports because 
of restrictions on dollar purchases, while imports 
into Canada rose, was also evident in current trans- 
actions withnon-sterling O.E.E.C. countries. Freight 
and shipping receipts fell because of lower exports 
and the reduction in the Canadian merchant fleet, 
but higher immigrants’ funds offset this. The net 
capital outflow of $154 million to these countries in 
1947 fell to $51 million, mainly because of reduced 
drawings on export credits. 


The current surplus with other overseas countries 
virtually disappeared in 1948, mainly because of a 
rapid rise in imports. Most of this rise in imports 
was due to larger purchases of petroleum from 
Venezuela, reflecting a diversion from United States 
sources, 


Transactions in 1949 


In 1949 the current account surplus fell by $274 
million to $177 million, a change which was due in 
approximately equal amounts to merchandise trade 
and non-merchandise items. Exports and imports to 
the various areas shown in the balance of payments 
were relatively unchanged from 1948, the largest 
change consisting of an increase of $102 million in 
imports from the United States. The non-merchandise 
items were more variable, with particularly large 
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increases in travel payments and interest and 
dividend payments. The widening of the current 
deficit with the United States by $208 million toa 
total of $601 million was the major factor inreducing 
the current account surplus. Of the overseas sur- 
plus, $107 million was financed by net drawings on 
post-war loans and advances while exchange trans- 
fers yielded $671 million. The exchange transfers 
were more than enough to cover the deficit with the 
United States; coupled with a small capital inflow 
on other than net loans and advances, they raised 
official holdings of gold and United States dollars 
by $134 million. The net capital inflow from the 
United States fell to $64 million in 1949. 


Relative to the other years in the post-war period 
1949 was a year of stability. Prices rose much more 
slowly than in the previous two years, with more 
moderate rises in export and import prices easing 
the pressure on Canadian prices. The rise in gross 
national expenditure was 5 per cent in current value 
terms and 3 per cent in physical terms, with part of 
the increase being due to the inclusion of Newfound- 
land in the figures. The upward movement of in- 
dustrial production in Canada was interrupted but 
not reversed. Thus the effects of the recession in 
the United States were felt only mildly in Canada. 
The adjustments in the United States were not 
particularly severe; gross national expenditure fell 
very Slightly in current value terms, and not at all 
in physical terms. A strong recovery began in the 
United States in late 1949 and the first two quarters 
of 1950. 


The slight fall in export values in 1949 was due 
to a decrease in volume, with higher export prices 
offsetting part of the volume decrease. Export 
volume was more than 5 per cent less than in 1948 
and import volume about the same as that of 1948. 
Both import and export prices moved upward in 1948 
and into the first quarter of 1949, then downward 
for the next two quarters as United States prices 
moved downward. The increase in Canadian import 
and export prices in the fourth quarter was due to 
the effects of the devaluation; prices in the United 
States in this quarter were still falling slowly. 


In the first three quarters of 1949 the trade sur- 
pluses were below those of 1948, while that of the 
fourth quarter remained unchanged from 1948. The 
slight fall in exports for the year, while imports 
rose, lowered the trade surplus from $432 million in 
1948 to $293 million in 1949. The balance on other 
current transactions fell from a surplus of $42 mil- 
lion in 1948 to a deficit of $110 million in 1949, 
excluding official contributions. All items except 
gold production contributed tothis deterioration. The 
largest contributors were a decreased surplus on 
_ travel account and an increased deficit on income 
account, reflecting primarily increased payments on 
these items. The current account deficits in 1949, 
as a result of these trade and other transactions, 
were less favorable in every quarter as compared to 
1948. In the second quarter a deficit appeared, due 
solely to a large increase in net payments on non- 
merchandise items and particularly dividends. 


The surplus on current account was only partly 
offset by a small net outflow of capital, so that 
reserves of gold and United States dollars rose by 
$134 million in terms of Canadian dollars. A de- 
crease of $90 million in reserves in the second 
quarter reflected mainly a current account deficit 
of $71 million, and in particular a sharp increase in 
dividend payments. 


Transactions with the United States in 1949 


The increase from $393 million to $601 million 
in the current deficit with the United States in 1949 
was made up of an increase of $89 million in the 
trade deficit and $119 million in other current 
transactions. The value of exports in the first half 
of 1949 was greater than that of the same period of 
1948 but considerably less than that of the second 
half of 1948. Part of this was a seasonal fall in the 
first quarter, part was a reaction from the heavy 
exports of the last two quarters of 1948, but most 
seems to have been due to the fall in activity in 
the United States which reduced the volume of many 
exports. Furthermore, prices weakened after the 
first quarter. The decrease in exports to the United 
States in the first quarter of 1949 from the high level 
of the previous quarter was unusually large. The 
second quarter did not show the usual seasonal 
increase in exports, while the third was still lower. 
A revival of United States démand toward the end 
of the year, combined with the immediate price ef- 
fects of devaluation, led to a sharp increase inthe 
value of exports in the last quarter. For the year as 
a whole the volume of exports was probably lower 
than in 1948, but the value was maintained by some- 
what higher prices than in 1948 as a whole. 


The increased trade deficit with the United 
States in 1949 was entirely due to greater imports. 
Imports in the first half of 1949 exceeded those of 
the first half of 1948 as activity in Canada was well 
sustained. Part of the increase in imports in 1949 
was due to relaxation during the year of some of the 
controls imposed on imports from the United States. 
In spite of this, and in spite of the higher prices 
after September because of devaluation, import 
values weakened in the second half. In part this 
may represent the effect of the readjustments in the 
United States on Canadian economic activity. In the 
fourth quarter, however, the steel and coal strikes in 
the United States were important factors, while the 
higher Canadian dollar cost of purchases from the 
United States would affect all types of imports. 


A decrease in the deficit on freight account 
because of the reduced volume of coal imports, and 
an increase in the production of gold, offset only 
part of the larger net payments on other non-mer- 
chandise items. During 1948, tourist purchases which 
could have been brought to Canada under the $100 
duty-free provision of the Customs Tariff were re- 
fused entry if they appeared uncer Schedules I or II 
of the Emergency Exchange Conservation Act. This 
restriction was removed effective January 1, 1949. 
More than half of the increase of travel expenditures 
seems attributable to the removal of restrictions on 
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tourist purchases while the volume of traffic was 
also higher. The annual ration for pleasure travel of 
$150 in United States currency was maintained. The 
increase in dividend payments arising from higher 
payments by subsidiaries was concentrated in the 
first half of the year, and exceeded first half pay- 
ments for any other post-war year. Remittance of 
earnings by branches and subsidiaries was permitted 
onlythree months after the close of the fiscal period 
to which they related. Most companies end their 
fiscal year on December 31, so that the exceptionally 
high payments of the second quarter reflected in- 
creased earnings in 1948. An important factor in 
raising net payments on miscellaneous account by 
$40 million was the change in statistical procedure 
following the entry of Newfoundland into Confedera- 
tion. Prior to then, net receipts of United States 
dollars on Newfoundland account were included in 
miscellaneous current receipts. Since Confederation, 
Newfoundland transactions with non-residents have 
been included in the various accounts shown in the 
balance of payments. 


The effects:of large quarterly fluctuations in the 
non-merchandise items is clearly evident in 1949. 
The second quarter current account deficit of $317 
million represents one of the three quarters in the 
post-war period when the deficit with the United 
States exceeded $300 million. Of the increase in 
the deficit by $176 million from the first quarter of 
1949, $63 million was due to an increased trade 
deficit and $113 million to the non-merchandise 
items. An increase in net payments of interest and 
dividends accounted for $74 million of the latter 
change. In the third quarter the improvement of $154 
million in the non-merchandise balance, mainly due 
to lower dividend payments and higher travel 
receipts, was more important than the improvement 
in the trade balance in lowering the current account 
deficit. 


Capital transactions with the United States 
in 1949 resulted in a net inflow of capital of $64 
million, or $47 million less than in 1948. Direct 
investment in Canada rose to $84 million. The main 
factor reducing the inflow was the change in net 
retirements of securities to an outflow of $31 mil- 
lion, in contrast to an inflow of $54 million in 1948. 
In August 1949 the Government of Canada sold $100 
million of its own securities in the United States in 
order to finance the retirement in the last quarter of 
1949 and first quarter of 1950 of security issues 
guaranteed by the Government. 


Transactions with Overseas Countries in 1949 


The surplus with overseas countries fell once 
more in 1949, decreasing by $66 million, of which 
the sterling area accounted for half. The most im- 
portant change was a decrease in exports of $54 
million while imports were almost unchanged. Some 
deterioration occurred in non-merchandise items as 
well. The effect of restrictions imposed by overseas 
countries on Canadian exports was greater than the 
overall total of exports suggests. Exceptionally 
large shipments of wheat to several countries and of 


certain special non-recurring exports like railway 
equipment kept up the value of total overseas ex- 
ports at a time when declines in other commodities 
were widespread. 


Merchandise trade with the sterling area was 
relatively unchanged, while the surplus on non-mer- 
chandise transactions fell by $31 million. Exports to 
the United Kingdom were almost unchanged, but 
this was due to a large increase in wheat exports 
and increases in some base metals which offset 
important declines in flour, bacon, eggs, and lumber. 
Imports from the United Kingdom in 1949 showed the 
upward trend evident in 1948. Toward the end of 
1949, after the devaluation of sterling, the volume 
of imports rose above that of the previous year but 
had a reduced value in Canadian dollars. Textiles 
and metal products made up more than two-thirds of 
imports from the United Kingdom in 1948 and 1949. 
Particularly important in 1949 was the increase in 
motor cars imported. 


The rise in exports to other sterling countries is 
paradoxical in view of the restrictions imposed by 
many of these countries. Total exports to India and 
the Union of South Africa were sustained by very 
large shipments of wheat, and special shipments of 
locomotives andrailway equipment referred to above. 
These offset sharp declines to many other sterling 
area countries, affecting particularly automobiles . 
and general manufactures. 


The decrease in the surplus on non-merchandise 
transactions with the United Kingdom in 1949 was 
larger than that on trade. Freight and shipping 
receipts fell considerably both because of lower 
earnings on exports to the United Kingdom and re- 
duced expenditures of British ships in Canadian 
ports. The Canadian merchant marine was reduced 
by sales of vessels, and increased competition 
after the September 1949 devaluations affected the 
earnings of the remaining ships. Because of the 
sharp reduction in the number of immigrants, and 
restrictions on immigrant transfers introduced in 
1948 by the United Kingdom, immigrants’ funds and 
inheritances were much lower than in 1948. 


Exchange transfers of $494 million were the 
largest single means of covering the sterling area 
deficit in Canada, as in 1948. Drawings on the 1946 
loan were $120 million. Beginning in January of 
1949, releases at the rate of $10 million a month had 
been arranged on the balance of $235 million then 
remaining. 


The current surplus with non-sterling O.E.E.C. 
countries fell again in 1949 primarily because ex- 
ports were decreasing. Along with restrictions 
against dollar imports and diversion of imports to 
non-dollar sources, special factors like the decline 
in ship deliveries to France were of importance in 
reducing exports. An increase of $8 million in in- 
terest received on export credit loans, and a de- 
crease in official contributions, offset part of the 
decrease in the trade surplus. There were no draw- 
ings on export credits in 1949 because the drawing 
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periods of the loans had expired. In both 1948 and 
1949 exchange transfers were the major means of 
financing their deficit with Canada. 


Exports and imports to the remaining overseas 
countries as a group fell somewhat, leaving a trade 


deficit of $10 million. The trade deficits in 1948 
and 1949 with this group of countries reflect trade 
with Latin America rather than trade with other 
areas in this group. The usual surplus on other 
current transactions, other than official contributions, 
was sufficient to yield a small current account 
balance. 


Chapter IV 


PERIOD OF CURRENT DEFICITS AND CAPITAL INFLOWS, 1950-1951 


For the first time since the early ‘‘thirties’’, 
Canada’s transactions on current account with all 
countries led to deficits. These deficits, amounting 
to $334 million and $517 million respectively, were 
more than offset over the period by very substantial 
inflows of capital and official holdings of gold and 
United States dollars rose from $1,117.1 million at 
the end of 1949 to $1,778.6 million at the end of 
1951, in terms of United States dollars. The current 
deficit of $851 million in the two years together 
compares with a surplus of $628 million in the pre- 
vious two years. The deficits were at their peak in 
the last quarter of 1950 and the first half of 1951; 
the combined deficit for this period was $762 million. 


The change to a deficit in 1950 was due to 
large adverse movements on both trade and the non- 
merchandise items. The adverse movement on trade 
was due to a sharp fall in the surplus with overseas 
countries, while transactions with both the United 
States and overseas countries accounted for the 
deterioration of the balance on non-merchandise 
items. The appearance of deficits in the first half 
of 1950 was not unusual, for this had occurred in 
1947 and 1949. The large deficit in the fourth 
quarter was however quite unusual; a small deficit 
on trade, in contrast to other post-war years, and a 
very large deficit in other current transactions 
were responsible for this development. While the 
deficit with the United States was reduced by $201 
million to $400 million in 1950, the surplus with 
overseas countries was virtually eliminated, falling 
by $712 million to $66 million. 


The increase in the deficit in 1951 was due 
primarily to movements in the merchandise trade 
account. Imports rose more rapidly than exports in 
the first half of the year. In the last half, however, 
imports fell off while exports increased and the 
terms of trade improved. Although the surplus with 
overseas countries rose to $434 million, a rise in 
the deficit with the United States to $951 million 
more than offset this. 


Although the changes in 1950 and 1951 were 
due more to trade thanto movements in non-merchan- 
dise transactions, particularly in 1951, the larger 
contributors to the deficits in each year were the 
non-merchandise items. Net payments of interest 
and dividends continued to give the largest deficit 
of any item, with the deficit on miscellaneous 
transactions second in size inboth years. 


In 1950 and 1951 Canada contributed Mutual Aid 
to NATO countries of $57 million and $145 million 
respectively. Although these amounts do not directly 
affect the size of the current deficits, it should be 


noted that equipment which was contributed was 
partly replaced by equipment purchased by Canada 
in the United States. 


Two major changes of Canadian foreign exchange 
policy were introduced in this period. At the end of 
September 1950 as speculative capital inflows 
reached towering proportions the Government an- 
nounced the withdrawal of fixed exchange rates for 
the Canadian dollar. After more than eleven years 
banks in Canada began to act in foreign exchange 
transactions as principals rather than as agents of 
the exchange authorities, and an exchange market 
was re-established in Canada where rates were 
determined by market forces. Since that time, in the 
operation of the Exchange Fund it has been the 
policy of the authorities ‘‘to allow the rate to be 
determined by the normal play of economic forces 
without official intervention, except to ensure 
orderly conditions in the foreign exchange market. 
No attempt is made to reverse persistent trends, 
but only to smooth out excessive short-run fluctua- 
GIONS: @ 


Finally in mid-December 1951 the Government 
announced the removal of all exchange restrictions 
in force in Canada and the termination of exchange 
control. In his statement the Minister of Finance 
said that he had come to the conclusion that ‘‘we 
would be better advised not to rely on exchange 
restriction, but rather on the general handling of 
our domestic economic situation to keep us in 
reasonable balance with the outside world and to 
maintain the Canadian dollar over the years at an 
appropriate relationship with foreign currencies.”’ 


Factors in the Current Deficits 


The deficits in 1950 and 1951 were a much 
smaller percentage of total current receipts than was 
the case in earlier periods of deficit. As was the 
case in some earlier periods, the current account 
changes were mainly due to heavy investment de- 
mands. Unlike earlier periods of deficit, some of 
these investment demands were associated with 
defence expenditures. 


The impact of Korea and defence expenditures 
on an economy which had been investing heavily for 
several years had marked effects on the balance of 
payments. The conjunction of these various demands 
on the economy exerted inflationary pressures on 
Canadian resources, pressures which greatly in- 
creased imports. In effect Canada was making use 
of foreign resources on balance (or importing 
capital on balance) as she had done for some 
periods of rapid development in the past. This net 
borrowing, however, financed a much smaller pro- 
portion of Canadian investment than was so in 
earlier periods of heavy investment. 


= 
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The immediate effect of Korea was a wave of 
international buying in anticipation of price in- 
creases and scarcities, which brought substantial 
changes in prices and in the volume of trade. The 
rapid rise of inventories in the first half of 1951, a 
rise closely related to the heavy volume of imports 
in this period, was an important aspect of these 
changes. Another important development was the 
rapid rise in both import and export prices, with 
consequent effects on the domestic price level. The 
more rapid rise of import prices than of export prices 
in the first half of 1951 was also a factor in the 
deficits of that period, though of less importance 
than the rapid increase in the physical volume of 
imports. Advance payments for defence purchases 
added significantly to the current deficit in 1951, 
and internal defence spending affected the balance 
of payments indirectly in many ways. 5 


The volume of exports was not very flexible in 
the first half of 1951. This inflexibility was due 
partly to special factors in particular industries, 
partly to greater domestic requirements, and partly 
to the difficulty of rapidly expanding output when 
little excess capacity existed. Short-run changes in 
the volume of agricultural production and exports 
depend on weather conditions and other factors 
such as transportation. Much of the 1950-1951 wheat 
crop was of low grades, and for a time in 1951 there 
was little milling wheat available in export positions 
to boost exports. Furthermore while import volume 
from the United States can be greatly expanded 
without taxing the United States economy, exports 
form a large part of Canadian capacity and cannot 
be expanded as rapidly under high employment 
conditions. This was an important factor in retard- 
ing the rise in exports and creating the large trade 
deficits of the first half of 1951. 


Changes in Bilateral Disequilibrium 


A unique feature of developments in 1950 was 
the virtual elimination of the surplus with overseas 
countries and the reduction of the deficit with the 
United States. A larger share of exports moved to 
the United States, and a smaller share of imports 
came from the United States, with the result that 
the bilateral imbalance which is characteristic of 
Canada’s international transactions was greatly 
reduced. The United States share in Canadian 
exports, which was 50.9% in 1949, grew to 65.2% 
in 1950, while her share in Canadian imports fell 
from 70.4% to 66.9%. In 1951, however, imports from 
the United States and exports to overseas countries 
grew rapidly, so that the degree of imbalance was 
increased. The United States share in Canada’s 
exports fell to 58.9% while her share in Canada’s 
imports rose to 69.4%. 


Some effects of the currency devaluations were 
becoming apparent early in 1950, but these are not 
all clearly distinguishable because of other in- 
fluences on trade. The devaluation of the Canadian 
dollar raised both export and import prices, ex- 
pressed in Canadian dollars, although part of the 
higher prices of the first half of 1950 were due to 
factors not related to devaluation. The increase in 
the price of United States dollars might be expected 
to slow somewhat the expansion of imports from the 
United States because of the greater Canadian 
dollar cost of imports. At the same time it raised 
the Canadian dollar receipts of many goods sold in 
the United States market, most notably when these 
were priced in United States currency. The greater 
degree of devaluation of the pound and other cur- 
rencies had the reverse effects on overseas trade. 
Canadian export prices were raised to buyers in 
these countries, while prices of their goods tended 


STATEMENT 5. Summary of The Balance of Payments 1950-1952 
(Millions of dollars) 
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to fall in terms of Canadian currency. These price 
changes tendedto decrease Canadian exports to over- 
seas countries and increase Canadian imports from 
overseas countries. The new restrictions on dollar 
imports imposed by these countries were a more 
important factor in reducing many exports, however, 
and there had been special exports in the previous 
year which did not recur in 1950. 


The outbreak of hostilities in Korea overrode 
in its impact the effects of the devaluations, but 
it is clear that a large degree of balance was 
achieved in our external trade partly as a result of 
the devaluations. Another important result was 
that European countries and their trading partners 
increased their dollar balances, a change that was 
temporarily accentuated by the immediate effects 
of the Korean conflict. 


Transactions in 1950 


The current account surplus with all countries of 
$177 million in 1949 (and $451 million in 1948) 
became a deficit of $334 million in 1950. Of the 
total change of $511 million, $283-million was due 
to the virtual disappearance of the trade surplus in 
1950, while $228 million was due to a widening of 
the deficit on other current transactions. Exports 
rose by only $150 million; while exports to the 
United States rose by $525 million, or over one- 
third, overseas exports fell by $375 million or about 
one-quarter. Exports fell drastically to each of the 
overseas areas shown in the balance of payments 
except the ‘‘All Other Countries’’ group. The im- 
port picture is quite different; the total increase 
was $433 million, with $194 million due to increased 
imports from the United States and $239 million as 
a result of increased imports from overseas coun- 
tries. As a result of these changes from 1949, 
merchandise trade was very close to balance with 
each of the areas shown in the balance of payments 
and with the world as a whole. 


Volume and price indexes for trade show clearly 
that the small increase in exports in 1950 was 
entirely due to price increases, while the rise in 
imports was due in approximately equal amounts 
to both volume and price increases. Greater avail- 
ability of supplies in overseas countries and the 
devaluation of September 1949 were factors in- 
creasing import values. A particularly notable in- 
crease in volume of imports occurred in the fourth 
quarter, Sharp increases in prices of many raw 
material imports played a part later in 1950 and in 
1951. Since import prices rose more rapidly than 
export prices inthe year as a whole, and particularly 
in the fourth quarter, the terms of trade deteriorated 
and contributed to the virtual elimination of the 
surplus on trade account. 


Sharp increases in payments of interest and 
dividends, and payments for freight, shipping, and 
business services, were particularly important in 
leading to a threefold increase of the deficit on 
other than merchandise trade. The figure of $475 
million for interest and dividend payments was 


particularly notable, representing as it did an in- 
crease of $85 million over 1949 and the highest 
level these payments have ever reached. 


The deficit on current account did not lead to 
any loss in reserves, however, because of un- 
precedently large net capital inflows during 1950 
of $1,056 million, of which $961 million were from 
the United States. The net inflows were particularly 
striking in trade in outstanding securities and in 
accounts which are often associated with specu- 
lative short-term movements, such as changes in 
Canadian dollar holdings of foreigners, and the 
‘“‘other capital movements’’ category which reflects 
in large part the financing of trade. But the inflows 
reflecting long-term investments, such as direct 
investment inflows and new issues, also increased 
greatly. The net inflow from all countries was large 
enough to offset the current deficit of $334 million 
with all countries and add $722 million to official 
holdings of gold and foreign exchange. The current 
deficit of $400 million with the United States, of 
which only $47 million was due to merchandise 
trade, was more than offset by a net capital inflow 
of $961 million and exchange transfers of $133 
million. Official holdings of gold and United States 
dollars rose accordingly by $694 million. The over- 
seas current surplus shrank to $66 million from the 
1949 level of $778 million, while the net capital 
inflow of $95 million from overseas countries 
compares with an outflow of $113 million in 1949. 


In 1950 gross national product rose by about 11 
per cent. The increase in physical terms was about 
6 per cent. Particularly large increases occurred in 
inventory investment in physical terms and in the 
volume of imports. These constituents of gross 
national expenditure are, of course, interrelated; 
the very marked inventory boom which characterized 
the last half of 1950 and the first half of 1951 led 
to a large volume increase in imports. Much of the 
increase in these expenditures took place after the 
outbreak of hostilities in Korea and during the first 
half of 1951. The pressures on Canadian resources, 
the balance of trade, and the price level became 
very strong. An important factor alleviating the 
effects of these pressures on the price level in both 
1950 and 1951 was the large government surpluses, 
which had been a feature since 1947. 


The appearance of deficits in the first half of 
1950 was less unusual than in the second half, and 
their size was not abnormal. The current deficit in 
the fourth quarter was particularly unusual, however, 
as normally a large export balance offsets the 
fourth quarter deficit on other current items. A very 
high level of dividend payments in the fourth quarter 
of 1950, combined with the normal fall in fourth 
quarter travel receipts, was the main factor in the 
change from the third to the fourth quarter of 1950. 
Comparing 1950 with ‘the similar periods of 1949, 
the deterioration in the surplus was mainly due to 
non-merchandise items in the first half, while in the 
second half it was due to both trade and non- 
merchandise items. Since the increases in imports 
from all countries over the corresponding 1949 levels 
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were larger than in the case of exports, the quarterly 
trade surpluses of 1949 gave place to virtual balance 
in 1950. The outbreak of hostilities in Korea sent the 
totals to very high levels in the fourth quarter. Large 
deficits on non-merchandise items occurred in the 
first half of the year, and the third quarter surplus 
on these items which had appeared in previous years 
became a deficit. The fourth quarter deficit on non- 
merchandise items was particularly large, mainly 
because of heavy dividend payments in that quarter. 
Apart from higher earnings, a change in exchange 
control policy in November permitting paymentsonthe 
basis of quarterly rather than annual statements was 
responsible for this concentration!, 


Transactions with the United States in 1950 


As was suggested earlier, the appearance of a 
deficit for 1950 as a whole, compared to 1949, can- 
not be traced to changes intotal current transactions 
with the United States. The deficit with the United 
States declined in 1950, falling from a total of 
$601 million in 1949 to $400 million in 1950. This 
improvement however was entirely due to a large 
decrease in the trade deficit; the deficit on non- 
merchandise items grew considerably. Because of a 
higher level of economic activity in the United 
States, the Korean crisis, and the 1949 devaluation, 
exports recovered strongly from their relative 
stability in 1949, rising by $525 million or one-third. 
Increases in volume seem to have accounted for 
most of this increase. About $300 million of the 
increase was concentrated in the forest products 
group, and particularly in lumber exports. This was 
in part a diversion from the sterling area to the 
United States, for in 1949 large amounts of lumber 
were still being shipped to sterling area buyers. 
Many other staple exports showed important in- 
creases. The last three quarters of 1950 showed 
Successive records for quarterly exports to the 
United States. 


Merchandise imports were at high levels also, 
but the increases over 1949 were less marked than 
in the case of exports and were concentrated in the 
last half of 1950. Both rising prices in the United 
States and the September 1949 devaluation raised 
import prices and values. But continued high levels 
of business activity and consumption were also 
important, and in the last half of 1950 these de- 
mands were augmented by a rush to get commodities 
while they were still available as evident in the 
inventory boom. Particularly sharp volume increases 
occurred in the last few months and carried over 
into 1951. 

While the more rapid increase of exports than 
imports almost eliminated the trade deficit, the 
deficit on merchandise items was widened. Most 
of this deterioration occurred in the fourth quarter 
of 1950, and was mainly responsible for the large 
current deficit appearing then. Extremely heavy 
interest and dividend payments in that quarter, and 
the seasonal drop in travel receipts, were the most 
important factors in the fourth quarter deficit. 


1. See page 77. 


The large increase in dividend payments was 
referred to earlier, While travel receipts were 
generally about the same as the levels reached in 
the corresponding quarters of 1949, payments showed 
a distinct upward trend. The abandonment of the 
Specific ration for pleasure travel which had been 
in effect since November 1947, and the provision 
of funds up to any reasonable amounts were factors 
in the fourth quarter and afterwards. The increase 
in freight payments was to a large extent due to 
heavier coal imports, which play an important part 
in total freight payments. In the previous year this 
movement had been interrupted by strikes. 


The net movement of capital from the United 
States to Canada rose from $64 million in 1949 to 
the tremendous figure of $961 million in 1950. In 
part this reflected the trend towards larger inflows 
for direct investment evident in each of the post- 
war years. But superimposed on these transactions 
were movements induced by the reports in the 
second quarter of the year that appreciation of the 
Canadian dollar could be expected. As a matter of 
fact, as shown in the quarterly figures in Table IV 
at this time the overall current account was running 
in deficit at an annual rate of over $400 million, 
With the outbreak of hostilities in Korea new un- 
certainties entered into the picture and through the 
third quarter the rate of inflow accelerated; the 
annual rate of inflow from the United States over 
the quarter was in excess of $2,500 million. These 
inflows took every conceivable form from the ac- 
celeration of transfers to finance long-term direct 
investment at one end of the scale, through portfolio 
holdings of securities, to changes of bank balances 
and open account indebtedness of a strictly short- 
term character, At the end of the quarter, with in- 
flows at their peak the Government announced the 
institution of a fluctuating exchange rate for the 
Canadian dollar. The appreciation of the Canadian 
dollar was not as sudden or as large as had been 
predicted in some quarters. The post-Korean wave 
of buying caused the overall current account deficit 
to increase in the fourth quarter of the year at an 
annual rate of over $600 million. As a result the 
reflux of capital which might have been expected 
was deferred but the rate of inflow fell to more 
normal proportions. Over the year as a whole official 
holdings of gold and United States dollars rose in 
terms of United States dollars from $1,117.1 million 
to $1,741.5 million reflecting mainly the overall 
current account deficit of $334 million and net 
capital inflows of $1,056 million. 


Transactions with Overseas Countries in 1950 


The surplus with overseas countries fluctuated 
violently after 1949, falling from $778 million in 
1949 to $66 million in 1950. Changes in both trade 
and other current transactions affected these 
Swings, although fluctuations in trade played the 
major part. 

Exports to overseas countries fell by $375 
million in 1950 while imports rose by $239 million. 
These changes reflect, among other things, the 
improved competitive position of overseas countries 
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with the devaluations in 1949, andan intensification 
of restrictions on dollar imports. The quarterly 
surpluses with overseas countries during 1950 fell 
well below those of the previous year; it was this 
change rather than transactions with the United 
States which accounted for the deterioration in the 
current account in the first nine months of 1950 
as compared to the same period of 1949. The dis- 
appearance of the large quarterly surpluses of 1948 
and 1949 with overseas countries was an important 
factor in the deficits of 1950 and the first half of 
1951. 


Most of the fall in exports to overseas countries 
in 1950 occurred in exports to the sterling area. 
Expenditures by the United Kingdom in 1950 on a 
variety of Canadian exports dropped sharply, 
particularly in the case of agricultural products. At 
the same time, imports from the United Kingdom 
increased about one-third. The largest contributor 
to the rise in imports was an impressive rise in the 
volume of imports of British automobiles. A con- 
traction in receipts on freight and shipping account, 
due to lower exports and the transfer of a large 
number of ships to United Kingdom registry, added 
to the fall in the current surplus with the United 
Kingdom. Declines in receipts of immigrant funds 
and inheritances because of a smaller volume of 
immigration and the re-introduction of United King- 
dom controls on the transfer of estates, were further 
factors decreasing receipts by Canada. 


A very great change occurred in transactions 
with the other sterling area with the surplus of 
$135 million in 1949 changed to a deficit of $23 
million in 1950. Exports were reduced by import 
restrictions by this group of countries, which were 
extended in 1949, and by the devaluation of sterling 
currencies in September 1949. Some unusual de- 
liveries of railway equipment which occurred in 
1949 and mitigated the effect of restrictions in that 
year were much lower in 1950. Imports from these 
countries were higher, partly because of volume 
increases and partly because of conspicuous in- 
creases in the prices of such commodities as crude 
rubber and wool after the middle of 1950. 


Exports to other O.E.E.C. countries also fell 
in 1950, mainly because of a decrease in exports 
of grain and other agricultural products. In contrast 
to this, exports to Latin America were higher. Im- 
ports from non-sterling area overseas countries rose 
substantially. 


Transactions in 1951 


In 1951 the current account deficit with all 
countries rose to $517 million, The factors leading 
to this deficit were different to those of 1950. In 
1950 the current deficit had occurred because of a 
fall in the overseas surplus, particularly the trade 
surplus, and a rise in the deficit on non-merchandise 
transactions with the United States; merchandise 
trade with the United States in 1950 had resulted 
in a much smaller deficit than in 1949. In 1951, 


however, the current surplus with overseas countries 
rose to $434 million, or over six times that of 1950. 
The current deficit with the United States, however, 
rose from $400 million in 1950 to $951 million 
mainly because of a sharp increase in imports. 
Thus the forces leading to the deficit in 1951 were 
mainly associated with a rise in imports from the 
United States, and in this respect were closer to 
the pattern of 1947 than that of 1950. 


Another factor to be noted during 1951 is that 
payments for purchases of defence equipment, which 
were particularly heavy in that year, were sub- 
stituted for defence imports in the current account. 
Since payments exceeded actual imports in 1951, 
the treatment of this item was a factor in the current 
deficit. 


Exports rose markedly in 1951 as a whole, in- 
creasing by $811 million to $3,950 million. Over- 
seas markets took $531 million of this increase. 
Imports rose even more strongly, increasing by 
$968 million to $4,097 million. The United States 
accounted for $749 million of the increase in im- 
ports. The changes mentioned for exports and 
imports tended to re-establish the traditional pattern 
of a large surplus with overseas countries and a 
large deficit with the United States, a pattern 
which had been greatly altered in the previous 
year. Changes in the non-merchandise items in 
1951 worked in the same direction, resulting in a 
larger deficit with the United States and a larger 
surplus with overseas countries. 


The large increases in exports and imports were 
due to substantial increases in both price and 
volume in each case. Import volume was at a very 
high level all through 1951, while export volume 
was much higher in the second half. Import prices 
rose more rapidly than those of exports in the first 
half, but decreased in the second half when ex- 
port prices were still slowly rising. The terms of 
trade deteriorated slightly in the year as a whole, 
reflecting deterioration in the first half and im- 
provement in the second half, 


Other items in the current account contributed 
$26 million to the deterioration of $183 million in 
the current account. The largest change contributing 
to this deterioration was a sharp rise in travel 
expenditures abroad by Canadians, which changed 
the customary surplus on this account to a small 
deficit. Offsetting this change were the smaller net 
payments on interest and dividend account. 


The net capital inflow of $573 million in 1951 
was quite substantial, although much smaller than 
that of 1950. The main inflows in 1951, in contrast 
to those of 1950, were for long-term investment. 
Particularly noticeable increases occurred in direct 
investment inflows and new issues sold abroad. In 
spite of the current deficit with the United States 
of $951 million, a net capital inflow of $554 million 
from the United States, along with much higher 
exchange transfers from overseas countries, actually 
led to a small increase of $39 million in official 
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holdings of gold and United States dollars. Capital 
transactions with overseas countries led to a smal] 
inflow in 1951. The main factor in financing the 
larger current surplus of overseas countries was 
exchange transfers, 


The heavy demands of this period are evident 
in the changes in gross national expenditure. There 
was an increase of about 18 per cent in gross 
national expenditure; although the physical volume 
of several components such as government expend- 
itures increased, a price rise of over 11 per cent 
accounted for the greater part of the change. In- 
dustrial production rose rapidly in the fourth quarter 
of 1950 and the first half of 1951, as did wholesale 
prices, Inventory increases were also very marked. 
These nine months were the period of greatest 
deficits over the two years. In the last half of 1951 
industrial production and wholesale prices fell off 
as the inflationary pressures abated. 


Quarterly data show that the deficit of 1951 was 
in the first half of the year. The full impact of high 
levels of economic activity, defence spending, and 
heavy international buying were apparent in the 
price increases in the first half of 1951, the deteri- 
oration in the terms of trade, and the rapid increase 
in the volume of imports. In the first quarter exports 
showed a seasonal fall but the level of imports 
continued to rise. ‘The trade deficit grew rapidly in 
the second quarter as the volume of imports from the 
United States rose sharply. The usual first half 
deficits on non-merchandise items were particularly 
large. The period of most rapid deterioration in the 
terms of trade was in the fourth quarter of 1950 but 
this continued in the succeeding two quarters. ‘This 
deterioration, combined with the heavy import volume 
of the fourth quarter of 1950 and the first half of 
1951, at a time when export volume was not very 
flexible, indicates the shortness of the period of 
deficits as well as some of the factors involved. 
In the second half, and particularly in the last 
quarter, the trade balances were greatly changed 
as exports to overseas countries increased while 
imports from the United States decreased. Another 
large deficit in non-merchandise items in the fourth 
quarter offset much of the substantial trade surplus 
which appeared in that quarter. 


Transactions with the United States in 1951 


In 1951 the current deficit with the United 
States rose by $551 million to $951 million, a deficit 
second only to that of $1,134 million in 1947. A 
sharp increase in the trade deficit from $47 million 
in 1950 to $516 million in 1951 was the main factor 
in this large rise. Non-merchandise elements con- 
tributed $82 million to the higher deficit. 


The quarterly tables indicate a large increase 
in imports in the first quarter of 1951, a quarter in 
which it is unusual for imports to rise at all. The 
second quarter showed an even larger increase, 
leading to a quarterly current deficit of $359 million 
or only $21 million less than that of the second 


quarter of 1947. In the first half of 1951 exports to 
the United States were at the same levels as they 
had been in the second half of 1950. Unlike 1947, 
however, there was a continuing large net capital 
inflow, there were no large overseas exports fin- 
anced by loans, and the reserves had been raised 
to very high levels by the third quarter capital in- 
flows of 1950. Thus the current deficits could be 
financed with a relatively small loss in reserves. 
Furthermore, imports fell off in the last half of 
1951 while exports to the United States remained 
high and exports overseas rose rapidly. 


The increase of $280 million in exports to the 
United States in 1951 was mainly due to price 
rises, unlike the increases in 1948 and 1950 which 
Showed large volume changes. No Single factor was 
responsible for the change. Declines in shipments 
to the United States were generally accompanied by 
heavier shipments overseas, particularly in basic 
raw materials. 


The increase in imports of $749 million or more 
than one-third occurred mainly in the first half of 
1951, The rise in the volume of imports was respon- 
sible for the major part of this increase. Almost 
half of the increase in imports from the United 
States was in the iron and products group, reflecting 
heavy investment demands as well as demand for 
consumer durables such as automobile parts. The 
only group which failed to rise significantly was 
non-metallic minerals and products. One reason for 
this was that Alberta production of crude petroleum 
and greater use of overseas sources of supply de- 
creased the dependence on the United States for this 
import. 


The deficit on non-merchandise transactions 
rose from $353 million in 1950 to $435 million. “The 
most important change contributing to this was a 
sharp drop in net receipts on travel account from 
$67 million in 1950 to $12 million. As was the case 
in 1949 and 1950 higher expenditures by Canadians 
in the United States were responsible for this, 
with receipts relatively unchanged. Another factor 
in the larger deficit was increased net payments on 
freight account, mainly because of greater inland 
freight to the border on the increased volume of 
imports. Somewhat lower net payments of dividends 
offset only part of the higher payments for these 
and other non-merchandise items. 


The substantial overall current account deficit 
incurred in the fourth quarter of 1950 was followed 
by even larger deficits in the first and second 
quarters of 1951 and the Canadian dollar retreated 
from the high of 96.9 cents in United States funds 
reached in November 1950 to an average of 93.5 
cents in June. Any reflux of the short-term inflows 
of 1950 which may have occurred at these rates was 
more than offset by new inflows. In part these were 
the normal financing of the greatly increased value 
of imports. But the credit restriction policy in fotce 
in Canada also made it convenient to look to foreign 
sources of financing both through new issues sold 
abroad, mainly payable in United States funds, and 
through increases in open account commercial in- 
debtedness. 
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In the fourth quarter of the year the current 
account balance with all countries changed to a 
substantial surplus, a relative improvement over 
the third quarter of $201 million. At the same time 
direct investment inflows reached a record quarterly 
level and there was a heavy volume of new issues 
placed abroad. The resultant rise in the Canadian 
dollar to a high in United States funds of 98.8 
cents in December contributed to heavy capital 
outflows through repatriation of Government bonds 
and changes in short-term commercial indebtedness. 
During 1951 official reserves of gold and United 
States dollars were increased only moderately to 
total $1,778.6 million in terms of United States 
dollars at the end of the year. 


Transactions with Overseas Countries in 1951 


An increase of $531 million in exports to over- 
seas countries, which was more than double the 
increase in imports, was mainly responsible for an 
improvement of $368 million in current transactions 
with overseas countries. Non-merchandise items 
were also a factor in the change, the surplus on 
these items rising by $56 million to $65 million. 
The rise in exports to overseas countries in 1951 
was a reflection of their improved dollar position in 
1950 and early 1951, the greater availability of 
Canadian supplies of grains in particular, and a 
renewal of active trading by Germany and Japan. 
These improvements in the current account did not 
appear until the second half of 1951. 


In 1951 a larger surplus of $223 million was 
recorded with the United Kingdom, although this 
was considerably less than the surpluses before 
1950. ‘Transactions with the other sterling area 
once again showed a small deficit. The main 
reason for the increase in the surplus with the 
United Kingdom was larger exports, with most of 
the increase concentrated in the last half of 1951. 
Forest products and non-ferrous metals showed the 
largest increases, while food exports declined. An 
important decline in automobile imports occurred 
in the second half of 1951 partly because of the 
effects of credit restrictions on automobile sales. 
The increase in exports to the other sterling area 
was concentrated in a small range of basic com- 
modities, since the intensification of restrictions 
which had occurred in 1949 continued to reduce 
exports of Canadian manufactured goods. Sharp 
rises in prices of imports from these countries were 
the principal factor in raising imports. 


Transactions with other overseas countries 
show the same pattern as those with the sterling 
area, namely a sharp drop in the surplus in 1950 
and increased surpluses in 1951. A very large in- 
crease in exports to non-sterling overseas countries 
occurred in the second half of 1951, an increase 
which more than offset the increase in imports. Much 
of the increase in exports in 1951 represented food 
and raw material exports to the O.E.E.C. countries, 
with renewed larger exports of wheat, flour and 
coarse grains playing a major role as Canadian 
supplies improved. Both exports and imports to 
Latin America continued to increase. 


ye 


Chapter V 
DEVELOPMENTS IN 1952 


The current account balance changed to a small 
surplus of $151 million in 1952, in contrast to the 
deficits of the previous two years. There was, in 
other words, a net export of capital as compared 
to net imports of capital in 1950 and 1951. 


The abrupt change of $668 million on current 
account was due almost wholly to an improvement 
of $637 million in the commodity trade balance. All 
but $98 million and $48 million of these respective 
changes were due to increased surpluses with 
overseas countries. 


The main factor in the change in commodity 
trade was an improvement of 13% in the terms of 
trade in 1952, reflecting a substantial fall in import 
prices while export prices were only slightly lower 
than in the previous year. The volume of both ex- 
ports and imports rose to new peaks with increased 
economic and defence activity here and abroad and 
very large grain crops in Canada and increased 
demands for them. The increase of $280 million in 
exports of wheat, barley, and oats alone, represent- 
ing three-quarters of the increase in exports, is of 
some importance in assessing the change to a 
surplus on current account transactions. Another 
factor in the change to a surplus was the effect of 
the treatment of defence prepayments to the United 
States Government. In 1952 defence imports ex- 
ceeded payments and this contributed to the surplus 
on current account; in 1951 defence prepayments 
had contributed to the deficit 4. 


Changes in the Exchange Rate 


The rise in the value of the Canadian dollar 
was a spectacular development in 1952. The value 
of the United States dollar in Canadian funds fell 
from an average of $1.0400 in the fourth quarter of 
1951 to an average of $.9635 in the third quarter 
of 1952, with an average discount for the year 1952 
of 24% per cent compared with an average premium 
of about 54 per cent in {951. 


The supply of and demand for a currency in 
international transactions determine its value in 
terms of other currencies when, as has been the 
case in Canada since October 1950, there has been 
no official attempt to affect a persistent trend in 
‘the rate. The ultimate determinants include the 
competitive position of a country, the level of 
demand for and supply of goods and services, and 
the attitude of investors to long-run prospects of a 
country. A new factor in 1952 was the absence of 
exchange restrictions in Canada following the 
termination of Canadian exchange control in mid- 
December 1951. 


1. See page 71. 


As reflected in the balance of payments, the 
greatest single change influencing the rise in the 
value of the Canadian dollar was the improvement 
Of $637 million in the commodity balance. A domi- 
nating influence, however, on the relatively high 
value of the Canadian dollar since the exchange 
rate was freed has been the inflow of long-term 
capital. New issues of Canadian securities were 
at high levels in the years 1950 to 1952. Foreign 
direct investment in Canada grew rapidly after 1949 
reflecting increased interest in resource develop- 
ment particularly. The change to a small current 
surplus in 1952 and the continued inflow of long- 
term capital sent the Canadian dollar to a sufficient 
premium over the United States dollar to create 
substantial equilibrating outflows of capital. The 
major part of the outflow was in short-term move- 
ments such as changes in the timing of receipts and 
payments associated with commercial trade. In 
part, however, the outflow took the form of the 
liquidation by non-residents of holdings of out- 
standing Canadian securities which were acquired 
when the value of the Canadian dollar was lower. 


Changes in Bilateral Disequilibrium 


Total merchandise exports to and imports from 
the United States, as adjusted for balance of pay- 
ments purposes, were virtually unchanged from the 
1951 levels. Exports to overseas countries, on the 
other hand, rose by $367 million while imports fell 
by $222 million. Primarily as a result of these 
changes current receipts from the United States 
were lowered to 58 per cent of the total while her 
share in Canada’s current payments rose to 75 per 
cent. This increase in bilateral disequilibrium was 
a continuation of developments which began in 
1951, and is in contrast to the unusually small 
amount of disequilibrium in 1950; in that year the 
share of the United States in Canada’s current 
receipts had risen to 68 per cent while her share 
in total current payments had fallen to 72 per cent. 


Transactions in 1952 


The change in the current account balance from 
a deficit of $517 million to a surplus of $151 million 
reflects mainly a sharp improvement in the merchan- 
dise trade balance with overseas countries. The 
increase in exports was due to an increase in 
volume of 11 per cent, with export prices virtually 
unchanged in 1952 as a whole. With two large crops 
of wheat and other grains, and strong demands for 
them, the increase in exports of grains amounted 
to about three quarters of the total increase in the 
value of exports. The value of imports in trade 
returns shows a small decrease, reflecting a large 
increase in volume offset by a large decrease in 
price. When adjusted for balance of payments 
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purposes the decrease in imports was greater than 
that shown in trade returns since defence payments 
were less than the actual imports for which they 
were substituted. 


The deficit on other current transactions fell 
by $31 million from 1951 but was still at the high 
level of $339 million. The change reflected wide 
swings in some of the accounts. The small deficit 
which appeared on travel account in 1951 was 
widened to $60 million in 1952 as Canadian travel 


expenditures in the United States continued to rise. 


Transfers by emigrants were also higher. Offsetting 
these changes were increased receipts of dividends 
combined with lower payments, and larger receipts 
from defence activity by the United States Govern- 
ment in Canada. 


Economic activity in Canada continued at high 
levels in 1952, One striking change from 1951 was 
the small increase in the book value of inventories, 
in contrast to the very large increases in 1950 and 
1951. The volume of inventories actually increased 
in 1952, though to a much smaller extent than in 
1951. Offsetting this decrease in inventory change 
were the increases in government expenditure, 
consumption, and exports in particular. 


After a period of rapid price increases and 
advance buying extending through the first half of 
1951, prices began to fall and economic activity 
levelled off for a time. A change occurred in the 
current account in the last half of 1951, especially 
in the fourth quarter, as the buying wave affecting 
imports decreased, the terms of trade improved, and 
exports to overseas countries rose. Small current 
account surpluses appeared in each quarter of 1952. 
The improvement in the current account balance 
during 1952 as compared to the corresponding 
quarters of 1951 was concentrated in the first nine 
months of the year, and particularly in the first 
half. In the last half of the year import volume was 
at very high and growing levels, while the terms of 
trade ceased to improve. 


In contrast to the net capital inflows of $1,056 
million in 1950 aid $573 million in 1951, there was 
a net outflow of $114 million in 1952, exclusive in 
each case of official holdings of gold and foreign 
exchange. But the change of $687 million between 
1951 and 1952 did not reflect any lessening of the 
rate of inflow of long-term foreign capital for re- 
source and other development. Inflows for direct 
investment reached a record level of $332 million, 
and new issues of Canadian securities sold abroad, 
net of retirements, were about the same as in 1951. 
Indeed these particular net inflows for long-term 
investment totalling $562 million in 1952 were some 
o per cent higher than in the preceding year. The 
main reasons for the change to a net outflow were 
substantial outflows of short-term capital in the 
form of funds held abroad by Canadians and changes 
in open commercial accounts and heavy liquidations 
of non-resident holdings of Canadian government 
bonds. These outflows were directly influenced by 
the rise in the value of the Canadian dollar, and 
played the role of the major equilibrating factor in 
the balancing of Canada’s international accounts 


in 1952. Further discussion of new and prominent 
factors in 1952 appears in the various sections on 
items of the capital account in Chapter 6. 


Transactions with the United States in 1952 


The deficit with the United Sates remained at 
the high level of $853 million in 1952, although 
this was a decrease of $98 million from 1951. Both 
trade and non-merchandise items contributed to 
this decrease in approximately equal amounts. 


The value of exports tothe United States showed 
little change in 1952. There were larger exports 
of newsprint, aircraft, grains and base metals but 
these were offset by decreases in woodpulp, beef 
and cattle. The fall in the latter two exports was 
due to the embargo on such exports after the out- 
break of foot and mouth disease. There were in- 
creases in imports of many items associated with 
defence activity and investment. The changes in 
non-merchandise items discussed above were mainly 
due to transactions with the United States. Capital 
inflows from the United States for long-term invest- 
ment continued at high levels in 1952. Particularly 
notable were the levels of direct investment in 
Canada and the continued iarge net new issues of 
Canadian securities. Unlike 1951 there was net 
liquidation of holdings of outstanding Canadian 
bonds and very large short-term outflows associated 
with the change in the exchange rate. 


Transactions with Overseas Countries 


The increase in the surplus with overseas 
countries from $434 million to $1,004 million was 
an outstanding development of 1952, and accounted 
for most of the improvement in Canada’s position 
On current account. In the post-war period this 
surplus was exceeded only by that of $1,183 million 
in 1947; in that year, however, export credits and 
loans extended by the Canadian Government were 
an important factor in maintaining exports to over- 
seas countries. The increase in the surplus in 
1952 was widely distributed; about half of the 
change with overseas countries occurred in the 
accounts with the United Kingdom and the rest of 
the sterling area, and the remainder was the result 
of sharp gains in the surplus with other O.E.E.C. 
countries and with other overseas countries espe- 
cially Germany, Japan and Brazil. 


Large exports of grains to overseas countries 
was the major change, although increased exports 
of newsprint, non-ferrous metals, and automobiles 
were also important. A fall inthe demand for textiles 
and the associated price decreases were important 
factors affecting imports from the United Kingdom 
and countries in Western Europe. A sharp drop in 
the prices of several raw materials was mainly 
responsible for the decrease in the value of imports 
from the other sterling area group of countries. 
Payments to the United Kingdom and non-sterling 
O.E.E.C. countries because of Canada’s commit- 
ments in the North Atlantic Treaty Organization, 
and expenditures of approximately $15 million under 
the Colombo plan, were among the more important 
changes in the non-merchandise items. 


Chapter VI 
CAPITAL MOVEMENTS, 1946-1952 


The Canadian balance of payments from 1946 to 
1952 reflects the movement of the Canadian economy 
through the immediate post-war period of re-adjust- 
ment and development, and the transition from fixed 
exchange rates and exchange control to fluctuating 
exchange rates and freedom from contro]. An under- 
lying influence has been the high level of activity 
in Canada, particularly the growing volume of in- 
vestment. 


International financial relations were dominated 
by three international exchange crises: the critical 
Situation arising in the summer of 1947 out of post- 
war payments disequilibrium and associated with 
the British experience of convertibility; the emer- 
gence of a buyer’s market and the decline of con- 
fidence in sterling leading to the devaluations of 
1949; and the readjustment at the turn of 1951-52 
following the post Korea buying wave. 


During the period under review there were sub- 
stantial pressures on the Canadian exchange rate 
generated by capital movements. While events over- 
seas played their part in these movements there 
were also developments of North American origin 
influencing their course. 


Among the problems faced by the Canadian 
authorities were wide fluctuations in the volume 
and direction of capital movements. For instance, 
there were heavy capital inflows from the United 
States prior to the alteration of the exchange rate 
in mid-1946. Subsequently the outflow to the United 
States which developed at: a time when there were 
mounting current account deficits with that country 
culminated in the drastic measures of November 
1947. Again there were the tremendous capital in- 
flows of 1950. In late 1951 and through 1952 the 
fluctuating rate rose in response to the pressure of 
a current account surplus and persistent long-term 
capital inflows, sending the Canadian dollar to a 
premium and inducing other capital outflows as an 
element in the mechanism of adjustment of Canada’s 
international accounts. 


Although over the seven-year period as a whole 
there was on balance a net capital inflow! of only 


1. Throughout this report capital movements are, 
unless otherwise indicated, exclusive of changes of 
official holdings of gold and foreign exchange. This treat- 
ment has been followed because during most of the period 
fixed exchange rates were in force and the official hold- 
ings played a residual role bearing the brunt of the surplus 
or deficit in all other international transactions. Also 
excluded from capital movements are retained earnings 
accruing in Canada to foreigners or abroad to Canadians, 
which are not included in statements of the balance of 
payments but are reflected in the balance of international 
indebtedness. 


$86 million, in the first four years from 1946 to 1949 
there was a net outflow of no less than $1,429 mil- 
lion. And over the whole period the small balance 
concealed a net inflow of $1,457 million from the 
United States and a net outflow of $1,371 million 
to overseas countries. Thus despite the substantial 
degree to which the major aggregates were off- 
Setting within the period the underlying detail re- 
flects the existence of diverse and complex factors. 


Over the two years 1944 and 1945 Canada had 
had a modest current account surplus with the 
United States while the balance with all other coun- 
tries reached $2,500 million of which $1,800 million 
was financed by Mutual Aid and other official con- 
tributions and $300 million by post-war government 
loans and advances. The latter included the first 
drawings on a $2,000 million credit programme pro- 
posed to cover the period to the end of 1948, of 
which some $1,740 million was utilized by the end 
of 1950 and the balance either was never allocated 
or lapsed. 


As high post-war demands began to be effective 
as supplies became available, the current account 
deficit with the United States reached successive 
new records of $600 million in 1946, and $1,100 
million in 1947, while the current account surplus 
with other countries for the two year period fell to 
$2,200 million, of which $100 million was financed 
by official contributions and $1,300 million by 
government credits. Other capital movements re- 
sulted in an outflow of $100 million, and over the 
period it was necessary to draw down official re- 
serves by $1,000 million. 


1946-1947 (thousands of millions of dollars) 
Current account balance with United States Set 
Current account balance with other 

countries +2.1 
Deduct amounts financed by offi- 
cial loans =a +0.8 
Other capital movements (net) -0.] 
a |) 


The credit extended by Canada during these 
years far exceeded Canada’s current account sur- 
plus. This could have been continued only if Ca- 
nada were prepared and able to incur indebtedness 
in the United States to finance the balance. Drastic 
action was taken to reduce the bilateral disequili- 
brium in the current account and further extensions 
of credit were restricted. 


During the following two years 1948-49 net 
drawings on post-war loans and advances amounted 
to only $200 million and were offset by other capital 
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inflows of this magnitude. Official reserves rose by 
$600 million, the amount of the current account sur- 
plus. 


The third two year phase 1950-51 was character- 
ized by a capital inflow of $1,600 million, mainly 
from the United States. Of this one half was re- 
quired to meet a deficit in the current account, and 
the balance increased official holdings of gold and 
foreign exchange. Whereas the outflow in the earlier 
period had represented mainly government invest- 
ment abroad through loans to governments in the 
United Kingdom and other overseas countries, this 
inflow reflected for the most part the decision of 
private investors and institutions in the United 
States to invest in Canada. A growing feeling that 
the Canadian dollar was undervalued at the official 
exchange rate of 90.91¢ in United States funds 
contributed to the heavy capital inflows in 1950 
which amounted to over $700 million in the third 
quarter alone. At the end of September 1950 the 
official exchange rates were withdrawn. While 
speculative motives were important in the early 
part of the two-year period, other important factors 
included a strong desire to participate in the long- 
term growth of the Canadian economy (as evidenced 
by direct investment in Canada in excess of $500 
million) and credit restrictions imposed in Canada 
in the latter months of 1950. 


In 1952, as in the latter months of 1951, the 
co-existence of a current account surplus and the 
persistent inflows of capital for Canadian develop- 
ment led to strong demands for Canadian funds. In- 
creased official holdings of gold and foreign ex- 
change supplied only a small part of these funds. 
The pressures created in the exchange market as 
a result of these transactions forced the Canadian 
dollar to a premium and contributed to a balance 
by stimulating outflows of capital. These took the 
form of repatriation of government debt through 
trading in outstanding securities and of short-term 
outflows in the form of increased private and bank- 
ing holdings of exchange, reduced holdings of Ca- 
nadian dollar balances by non-residents and changes 
in open account commercial] indebtedness. 


Elements of the Capital Account 1946-1952 
(thousands of millions of dollars) 


All United Other 
Countries States Countries 

Direct Investment +1.1 +1.0 24 8 | 
Portfoliosecurities +0.4 +0.7 -0.3 
Official loans and 

advances Sat “= Shell 
Other capital move- 

ments -0.3 -0.2 -0.1 
Net capital move- 

ment! +0. 1 #185 -1.4 


1. Exclusive of retained profits and revalua- 
tions. 


In the following sections comment will be found on 
the individual sectors of the capital account. 


Direct Investment in Canada 


Movements of capital into Canada for direct 
investment in foreign controlled companies and 
branches have risen year by year since the end of 
the war. Over the seven year period the net capital 
inflow for direct investment from all countries has 
totalled $1,129 million. The inflows have been 
particularly large in recent years, rising from $94 
million in 1949 to successive records of $222 and 
$309 million in 1950 and 1951 and, undeterred by 
the higher costs implied in the rising value of the 
Canadian dollar, reaching $332 million in 1952. In 
addition to these actual transfers of capital the 
retention by non-resident controlled enterprises of 
profits accruing to non-residents represented an- 
other important source of international] financing. 


About nine-tenths of the tremendous total of 
post-war movements, or $1,017 million, has been 
investment from the United States, some detail of 
which appears in Statement 6. As will be seen, 
these direct investment inflows: do not include sub- 
stantial investment in foreign controlled companies 
in such forms as portfolio security transactions and 
loans by unrelated interests in the United States 
which amounted to a further $150 million in the 
seven years. 


United States investment in petroleum explora- 
tion, development, and refining has been the major 
contributor to the total, accounting for over one- 
third of the gross inflows since 1946. In 1952 the 
rate of inflow fell somewhat from the level in 1951 
when there was heavy financing in the closing 
months of the year to cover capital requirements in 
1952, but if investment in associated transportation 
facilities is taken into account, the inflow in 1952 
for direct investment in the Canadian petroleum in- 
dustry represented more than one-half the gross 
inflow for direct investment and was over 20% higher 
than in 1951. It seems probable, however, that this 
increase was offset by a decrease in inflows of 
other types and that the movement of United States 
direct investment and portfolio capita] into the in- 
dustry as a whole was not greatly different from the 
total of $221 million recorded in 1951. At the end 
of that year United States investment in all branches 
of the petroleum industry in Canada represented 
about 52% of the $1,225 million aggregate book 
value of the industry in Canada}, 


As in the case of the petroleum industry, direct 
investment inflows into mining have grown each 
year since 1946. These inflows which totalled $174 
million in the seven year period, with more than 
half occurring in 1952, were largely associated with 
titanium and iron ore development. Other inflows of 
direct investment capital went into a wide variety 
of manufacturing and miscellaneous industries. 


In addition to detail of capital inflows for direct 
investment statement 6 gives a summary reconcili- 
ation of these figures with growth in the book value 


_. 1. D.B.S. Reference Paper No. 37. International 
Distribution of the Ownership of the Petroleum Industry 
in Canada. 
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STATEMENT 6. United States Direct Investment in Canada 1946-1952 
(Millions of dollars) 


1946 | 1947 | 1948 | 1949 | 1950 | 1951 1952 


Inflow of new capital: 


Petroleum exploration, development and Refinin gece. ants. 458 
oe ap A ae a 174 
EDS Oa SS oe SA Aad Sl 95 
ER aE RAUL OND Set cies vervegddt ive cccssoenesel ess socseces ies ndect vs eveolcccechbu 78 
Fe Ne eee Ee eee esse eocate hc vane icsteees csedsisecctedonseconcdsvionece se 43 
Other manufacturing, and miscellaneOuS....ccccceccccecosececseseeeee 367 
MMMM MEIN WRC ROMY 550 once ncostsves <s-nsekosess0) casestieseoceo ioesescezee...« T5215 
Meee ROPE MONE orn ote 288 08s sna dde lea cadeosbccecs iclisdeedcsedboaies-esseeoee 198 
Net capital inflow for direct investment (Table II, item DI.. 1,017 
Net other identified capital movements affecting the invest- 
ment of U.S. residents in U.S. controlled enterprises........ 150 
Se CIES TL aPES ¢ SOIR SSS aoa ce 1, 167 
Retention of profits, and other factors including revaluations, 
reclassifications, and similar accounting adjustments ..... 1727| 1,069 


Net Increase in book value (Table XIV) ..............cccc002 


Note: In addition to investment in new construction and new machinery and equipment included in gross domestic 
investment as published in the National Accounts, the above figures reflect investment in other forms and the acquisition 
of existing assets and resources of Canadians. For these and other reasons the series are not strictly comparable. 


1. Included with other capital movements. 
2. Provisional estimate subject to revision. 


of United States direct investments in Canada as 
calculated for the Canadian balance of international 
indebtedness, estimated to have risen from $2,304 
million at the end of 1945 to $4,540 million at the 
end of 1952. This statement is of particular interest 
as an indication of the substantial part played by 
retained earnings in the growth of United States 
direct investment in Canada. 


Inflows from the sterling area for direct invest- 
ment totalled $91 million over the seven year period, 
while those from other overseas countries totalled 
$21 million. 


Direct investment inflows were probably less 
influenced by considerations of the exchange rate 
than any other group of private capital movements. 
The dominating motives have been long term earning 
possibilities coupled with a desire by foreign 
interests to ensure access to Canadian markets 
and natural resources on favourable terms. It is of 
interest to recall that the risks assumed by invest- 
ors having technical ‘‘know-how’’ of an industry, 
important marketing organizations and connections, 
and in some cases long term contracts with affili- 
ates, may be somewhat less than the risks attached 
to similar undertakings by other investors. 


Further comment on the role and value of foreign 
direct investment in Canada will be found in 
Chapter 7. 


Direct Investment Abroad 


During the period of exchange control the invest- 
ment of funds abroad required official approval and 
this tended to act as a deterrent in periods of ex- 
change stringency. In only two of the six post-war 
years of exchange control were there net outflows 
of capital for direct investment abroad and indeed 
over the period as a whole there were net inflows 
totalling $36 million reflecting net transfers from 
the United States of $67 million and net transfers 
to all other countries of $31 million. The invest- 
ments affected were in a wide variety of industries 
by far the largest transaction being the sale to the 
United States of a controlling interest in a petro- 
leum company operating in South America, proceeds 
of which were used to finance petroleum exploration 
and development in Western Canada. Despite the 
net outflow the book value of Canadian owned direct 
investments abroad rose substantially, the net 
capital repatriation being more than offset by re- 
tained earnings. 
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In 1952 there was a very substantial increase in 
outflows of capital from Canada for direct invest- 
ment abroad, which totalled $64 million in 1952 
compared with $20 million in the previous year. 
Movements to the United States totalled $42 million 
against $4 million in 1951 and were invested in a 
variety of undertakings including beverage and 
other manufacturing industries, petroleum and other 
mining enterprises, and real estate. The increase 
in 1952 was no doubt partly due to the termination 
of exchange control, but in the main it reflected 
some large transactions of a special character. In- 
vestment outflows to the sterling area were un- 
changed from 1951 at $6 million, while those to 
other overseas countries totalled $16 million, an 
increase of $6 million over 1951. Important elements 
included the provision of additional capital for 
Canadian enterprises in Latin America and else- 
where. 


Further comment on the value of Canadian direct 
investment abroad will be found in Chapter 7. 


Canadian Securities 


Transactions Between Canada and 
1946-1952 All Coun- United Sterling Other 
tries States Area Countries 


(millions of dollars) 


Trade in outstand- 


ing issues + 464 + 545 -133 18 15) 2s 
New issues +1,508 +1,499 + 8 + |] 
Retirements -1,721 -1,502 -195 - 24 
Net Proceeds to 

Canada ae ADIL Se CR OBA + 29 


Transactions in Canadian securities resulted 
in a net inflow of capital from all countries of only 
$251 million in the seven year period. But it should 
be noted that the volume of transactions was very 
large, turnover exceeding $7,500 million while the 
annual balance varied from an outflow of $282 mil- 
lion in 1947 to an inflow of $265 million in 1951. 


Furthermore the net balance conceals other signi- 
ficant movements. Over the period transactions 
with the sterling area resulted on balance in re- 
patriation totalling $320 million, against which 
there were inflows of $542 million from the United 
States and $29 million from other countries. At times 
the inflows represented net placements by Cana- 
dians of new issues in foreign markets; this was 
particularly the case in 1951 when credit policies 
in force in Canada led Canadians to seek financing 
abroad. Most borrowing of this character was in 
United States dollars and the exchange risk was 
accordingly assumed by Canadians. At other times 
the inflow originated with foreign investors who 
purchased outstanding Canadian dollar issues and 
participated in new issues floated on a Canadian 
dollar basis. In these cases the non-residents 
assumed a Canadian dollar position, some of it 
representing speculation on the exchange rate. 
There have since been repurchases and retirements 
of Canadian dollar bonds more than equal in size 
to the massive inflow of this nature which occurred 
in 1950. Part of the outflow has been through retire- 
ments of the short-term securities then purchased, 
and part through heavy net sales by non-residents 
of Government of Canada direct and guaranteed 
issues. During part of the period these movements 
were obscured by substantial purchases by non- 
residents of stocks and corporate bonds. Statement 
7 shows the changing elements in the Canadian 
securities account with the United States. 


Trading in Outstanding Canadian Issues 


Over the seven-year period ending in 1952 the 
net proceeds of outstanding Canadian securities 
sold to non-residents totalled $464 million; net 
sales to the United States and other non-sterling 
area countries of $545 million and $52 million 
respectively were offset to the extent of $133 
million by net repurchases from the sterling area. 

Sales of outstanding Canadian securities to the 
United States and other non-sterling area countries 
were heavily concentrated in the first half of 1946 
and the third quarter of 1950 when foreign investors 


STATEMENT 7. Canadian Security Transactions with the United States 1946-1952 
(Millions of dollars) 


Net New Issues (+) or Retirements (-) 


T 
Government of Canada] Other U.S. Sub-Total | Canadian ig 1] . Total 
direct and guaranteed dollar U.S. dollar dollar B ee al Stock Net New Trade ey 
U.S. dollar Bonds and] Bonds and | Bonds and! Bonds and sees 4 gua ces Issues Os Outstanding 
Debentures Debentures | Debentures| Debentures| ~°?&™ ne Retirements Securities 
aii | | 
LG AG Se Meret at ie nee ees. - 151 - 87 - 238 + 15 - 223 - 19 - 242 + 241 = ek 
BS TL (ite Bataan cea moet ees ee = BD, - 142 - 174 = PAU - 201 = hl - 218 =e - 221 
HLS eG) Fee a aes nA cer + 148 - 50 + 98 - 43 + 55 - i + 54 +. 5D + 09 
OA OR esr eeu tne e react eas + 27 - 26 + 1 - $i - 30 - il SG Bk + 25 - 6 
LO Ome ect Rhee ese cet = SD + 45 = BY - 28 = OO + 2 = 55) + 362 + 309 
LOS Dietece rete orecce ecco tna - 48 + 279 + 231 eek + 210 + 35 + 245 + 20 + 265 
DAS I Ae cee ek, 2 Ae a en =e + 200 +199 + 20 + 219 + 23 + 242 - 105 +137 
Proceeds to Canada............ | 129 + 219 + 90 - 115 - 25 +22 | e083 +545} +542 
mb | 
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anticipated a revaluation of the Canadian dollar, 
while repatriation took place on a relatively large 
scale in 1952. 


Even before the end of the war knowledge of the 
strength of the Canadian balance of payments and 
indications of the growth of Canadian reserves led 
to anticipation that the Canadian dollar might be 
revalued. Aside from the increasing favour with 
which United States residents looked upon the Ca- 
nadian dollar, interest rates in Canada were attrac- 
tive relative to those in the United States. Foreign 
purchases of outstanding Canadian securities, 
mainly bonds, which had been substantial since 
1942, continued at a high rate until the official 
buying rate for United States dollars was reduced 
from $1.10 to $1.00 as part of the anti-inflationary 
Programme announced on July 5, 1946. For the 
first half of 1946 net sales of outstanding Canadian 
securities to the United States were at an annual 
rate of nearly $400 million compared with nearly 
$300 million in 1945 as a whole. Probably well 
over three-quarters of the inflow was for the pur- 
chase of Canadian dollar securities of which 
Government of Canada bonds were the most impor- 
tant. Most of the sales to non-residents of outstand- 
ing Canadian securities payable optionally or 
solely in United States dollars were provincial and 
corporate issues. The inflow during the early part 
of 1946 was particularly noteworthy because in 
January the Foreign Exchange Control Board had 
discontinued registering cash purchases by non- 
residents of bonds and debentures. The practice 
of registering such purchases had been introduced 
in 1940. These securities could then be resold in 
Canadian markets for Canadian funds which United 
States holders could dispose of through the un- 
official exchange market. Purchases of bonds and 
debentures subsequent to the change in policy were 
not so eligible. Accordingly insofar as most of the 
inflow in 1946 was concerned, under the policy 
then in effect United States investors as a group 
could not look to the repatriation of their invest- 
ments although within certain limits switching was 
permissible!. Registrations of purchases of stock 
continued to be accepted. Institutional investors, 
mainly foreign insurance companies, to whom this 
liquidity was not an important attraction, were not 
deterred by this change. Higher interest rates ob- 
tainable on Canadian securities coupled with a 
conviction that at some time over the life of the 
bonds the Canadian dollar would be valued more 
highly continued to attract conservative financial 
institutions. Despite this change of policy the in- 
flow continued at a high level until the exchange 
rate was altered, when the movement dropped 
abruptly. 


1. It is of interest to note that in later years when 
selling pressure caused the price of unregistered bonds 
abroad to fall considerably, some institutions sold in 
Canada their registered bonds, converted the proceeds 
through the unofficial exchange market, and then pur- 
chased from holders abroad similar issues which had been 
acquired without registration. The resultant profit repre- 
sented the value of registration at the time of the trans- 
action. 


The balance of transactions with the United 
States in outstanding Canadian securities remained 
Small until on September 19, 1949, a return of the 
official buying rate from $1.00 to $1.10 per United 
States dollar was announced concurrently with the 
devaluation of sterling and other currencies through- 
out the world. The resale registration policy of the 
Foreign Exchange Control Board had been extended 
again to bonds in May 1949. 


United States participation in Canadian indus- 
trial expansion and natural resource development 
directed favourable attention to the Canadian econ- 
omy and the Canadian dollar, and beginning in June 
1950 this developed into unprecedented pressure on 
the official rate which was withdrawn on September 
30. A substantial part of the pressure by non-resi- 
dents to acquire a Canadian dollar position took 
the form of purchases by United States residents 
of Canadian dollar securities, mainly Government 
of Canada bonds. Trade in outstanding Canadian 
Securities with the United States resulted in an 
inflow of $362 million during the year, and of this 
$300 million occurred in the third quarter. 


There continued to be a heavy inflow of capital 
for the purchase of outstanding Canadian stocks 
and bonds in the first quarter of 1951, and although 
in the second and third quarters there was some 
liquidation of foreign holdings of Canadian bonds 
this was more than offset by purchases of stocks. 
In the final quarter of the year, as the Canadian 
dollar rose in response to the re-emergence of a 
Substantial current account surplus, liquidations 
of bond holdings reached very high levels, the 
total for Government of Canada direct and guaran- 
teed issues reaching $88 million. Offsetting this 
outflow of capital were movements into corporate 
bonds and stocks and the net outflow to the United 
States and other non-sterling area countries on out- 
Standing Canadian securities account was $34 
million in the quarter, reducing the inflow for the 
year to $54 million. Residents of non-sterling area 
O.E.E.C. countries were on balance the major pur- 
chasers of outstanding Canadian securities in 1951, 
accounting for about $34 million of this net inflow, 
mainly in stocks. 


The trading trends which developed in the fourth 
quarter of 1951 continued into 1952 and led on 
balance to an outflow for the first time since 1947. 
Although there were net inflows for investment in 
Canadian corporations these were more than offset 
by liquidations of government bond holdings. Re- 
patriation (including retirements) of foreign-held 
Government of Canada direct and guaranteed debt 
in the fifteen months ending December 31, 1952, 
had reduced these holdings well below the level 
prevailing prior to the massive capital inflows of 


1950. 


The long climb of the Canadian dollar on the 
exchange markets undoubtedly had a strong influ- 
ence on transactions in government bonds and in- 
deed over this period the change in the exchange 
rate more than offset for non-resident investors the 
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STATEMENT 8. Selected Market Data on Canadian and United States Government Bonds 


1945 Septembes ...............sesccccccccssrcrccssescccreeersscecccsesceccces 
TOATBD CCOMD Cliteccsccctercetertotesensoccecccsatercesecesteceecteccecasecese's 
TOFOMSEDLCID Clases cesererstestenccecscseccccecctacccscssaaacsvsntscnassien 
DECEMDCMicccsceccccaccos-casecseasceecossocenssestocecncereceasteceres 
AGB UMS serescctcrecsssereresssc=stacococecececccttewecersescesseserccsereersn< 
DCC EMD Ctirecrssccncsscss-s-serrestsssscosnscccceactversassceevecseesess 
RQ Oa eee eneneen cece cetaccca ecsccssescccccrecccccstcsscecccas=catcccasnesens 
WOECEMD CE eeeccrtstrsscsesecssasscucrscceccnsecct ccassastacassoassreaees 


1. Average of business days. ; 
2. Converted at noon average in unofficial market during period of fixed rates. 


3. Issue price. 


decline in Canadian bond prices. This factor and 
the general rise in the level of interest rates had, 
as will be seen in Statement 8, added to the attrac- 
tiveness of repatriation. 


Thus a United States investor who in September 
1945 elected to accept a yield of 3% on a 21-year 
Government of Canada issue in preference to a 
yield of less than 2.4% on a roughly comparable 
United States issue, could at the end of 1952 have 
realized a capital profit of some 7% on the invest- 
ment. And in addition he could then buy into the 
original United States issue on terms to yield him 
almost 2.1%. 


The capital profit to be realized on these trans- 
actions in the face of generally declining bond 
prices was the inducement provided through the 
exchange market for capital outflows sufficient to 
meet some of the demands by non-residents for Ca- 
nadian funds. These demands arose from the current 
account balance and from capital inflows such as 
those for direct investment which were relatively 
insensitive to exchange rate fluctuations. It was 
this price factor which led tothe outflow. Although 
restrictions on the sale in Canada of non-resident 
holdings of securities were eliminated with the 
abolition of exchange control in December, 1951, 
these restrictions would not have applied to the 
great part of the securities repatriated which had 
been purchased for cash and registered at the time 
with the Foreign Exchange Control Board. The rate 
of liquidation of non-resident holdings of Govern- 
ment of Canada debt declined markedly in the clos- 
ing months of 1952. 


While most of the trading in Government of Ca- 
nada issues was in bonds payable in Canadian 
funds only, trading in guaranteed and provincial 
issues represented largely the repatriation of issues 
payable at the holder’s option in Canadian or United 
States currency. In the case of corporate securities, 
in contrast to government bonds, although sales to 


Price of Government of Canada 3/66! 
Canadian funds U.S. funds 2 


Yield on 
United States 
Treasury Bond 

214/68 
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non-residents tended to decline through 1952, the 
continuing desire of non-residents to participate in 
Canadian development through ownership of equities 
and convertible debentures was strong enough to 
offset the effects of the rising exchange rate. 


The 1942 loan arrangements between Canada 
and the United Kingdom caused repayments to be 
determined largely by gross liquidations of Cana- 
dian security holdings of United Kingdom residents, 
thus avoiding the use of sterling area official hold- 
ings of gold and dollars. It was not the policy of 
the United Kingdom exchange authorities to permit 
the switching of security holdings in Canada as 
such transactions would have led to repayments on 
the loan without providing the necessary dollars to 
the authorities. As a consequence of this policy 
there were net repurchases from sterling area 
holders in each year. The effects of a rising mar- 
ket in Canada and of changes in the value of the 
Canadian dollar in terms of sterling may be clearly 
seen below. 


Canadian Investors’ Price 
Index (Industrials, utili- 
ties and banks) 


Net Repurchases by 
Canadians of out- 
standing Canadian 
securities from Uni- 


Expressed Expressed ted Kingdom and oth- 
in Canadian in Sterling er sterling area 
dollars equivalent countries 


(Dec. 1945=100) (Millions of dollars) 


1946.... 95 104 48 
1947.... 94 104 11 
1948 .... 103 113 4 
1949.... 105 151 16 
1950 .... 130 196 35 
1951.... 158 244 16 


1952.... 150 244 3 
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Between 1945 and 1952 United Kingdom and other 
British holdings of common stock of the Canadian 
Pacific Railway Company were reduced by over 
2,650,000 shares probably accounting for more than 
one-third of the total] transactions. 


New Issues 


From 1946 to 1952, the proceeds of new issues 
of Canadian securities sold to non-residents amount- 
ed to $1,508 million; practically all of this sum re- 
presented sales to the United States, details of 
which appear in Statement 9. The volume and nature 
of financing of this character is influenced by the 
demand for new and refunding capital, by relative 
interest rates, market and credit conditions in the 
domestic and foreign security markets, and by the 
exchange rate, 


Declining interest rates during the war and 
immediate post-war months had led to a period of 
Substantial refunding operations, a general revision 
of funded debt structure being undertaken by many 
debtors who were faced with maturing debt or whose 
obligations had provisions permitting retirement in 
advance of maturity. Not only did debtors have an 
opportunity to reduce interest outlays, but with the 
official exchange rate established at parity, there 
existed an opportunity for those with funded debt 
payable optionally or solely in United States dollars 
to rid themselves of a liability which had carried a 
heavy burden of exchange premium. A tendency to 
refund in the Canadian market was reinforced by a 
rise in long-term United States interest rates rela- 
tive to Canadian rates. 


Paralleling the institutional interest in outstanding 
Canadian dollar securities, considerable amounts 
of the new issues of Canadian dollar bonds were 
acquired by United States accounts in the early 
part of 1946, 


As the exchange situation deteriorated in the 
latter months of 1946 and early 1947, the Foreign 
Exchange Control Board tightened its restrictions 
on the retirement of United States dollar debt in 
advance of maturity other than by refunding on a 
United States dollar basis abroad. 


During 1948 and 1949 practically all the new 
issues sold abroad were Government of Canada 
obligations. An issue of $150 million was placed 
Privately in the former year to repay drawings 
earlier in the year under an emergency line of credit 
established in the fall of 1947 with the Export — 
Import Bank of Washington; the proceeds were used 
to build up Canada’s official] reserves. In 1949, the 
Sale in the New York market of a Government re- 
funding issue produced $99 million. Other new 


issues placed abroad in 1949 amounted to only $6 
million, 


During 1950 there was a considerable volume of 
Placements in the New York market. A substantial 
part of this United States dollar borrowing was for 
refunding similar obligations which debtors were 
not anxious to retire at the existing exchange rate, 
but there were heavy net Government retirements 
and taken as a whole new issues payable in United 
States dollars fell short of retirements. 


Government United States 
pee eed onda Yi ate In 1951 the proceeds of new issues sold abroad 
3/61-66 22/ 63-68 reached a record $411 million, slightly exceeding 
1946 January 2.80 2.18 the level reached in 1930. In that year Government 
June 2.61 Datel of Canada direct and guaranteed issues had been an 
December 2.61 2.20 important contributor to the total but in 1951 pro- 
1947 June 2.58 De te vincial and municipal debentures and corporate 
December 2.39 2.35 stocks were dominant. Rising interest rates and 
STATEMENT 9. Proceeds of New Issues of Canadian Securities Soldto Residents of the United States 

1946-1952 

(Millions of Canadian dollars) 5 


1946 1947 | 1948 1949 | 1950 ToT elo a2 1946-1952 


Bonds and debentures: 
Payable in United States dollars: 
Government of Canada, direct and guaranteed.. — 
Provincial Governments, including guaranteed — 


Municipal Governments Siccesc-.cessscecsdcseesvsececestsecs 4 

SOLD OLA GIONS mers tereee. eee raree eo Sckaas Sosa hes ioness 177 

TICE | nr 181 

PAVE OLE) 11) CANAGIAN COLLATS..<.-cecsseceresecessssoronenee ay 

Total, Bonds and debentures ....................00000. 218 

SSUOC KS eet eeenene gee eas cet cose saveducsscoestslscnvsotnnadconaescsaennenses — 
TOTAL NEW ISSUES. (D4 in Tables)........... | 218 


Total 


- 150 99 62 — _ 311 
5 = — 96 262 101 464 
717 — 6 20 12 43 222 
b) = — 28 6 118 334 
87 150 105 206 340 262 1,331 
8 — — = 22 32 99 
95 150 105 206 362 294 1, 430 
- — - 4 42 23 69 
95 | 150 105 210 404 317 1,499 
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the general programme of credit restrictions in 
Canada, referred to elsewhere, contributed to this 
heavy foreign financing. 


The proceeds of new issues of Canadian secur- 
ities sold to non-residents totalled $319 million in 
1952. While this represented a substantial decline 
from the preceding year, retirements were also 
lower than in 1951 when there had been substantial 
redemptions of short-term holdings of Government 
debt. As a result, the net inflow from new issues 
and retirements of $230 million in 1952 was slightly 
higher than in 1951. 


Nearly nine-tenths of the new issues of bonds 
sold abroad in 1952 were payable optionally or 
solely in foreign currencies. That new issues re- 
mained so heavy despite the exchange rate is a 
reflection of the high level of interest rates in 
Canada and of the tremendous growth in outstanding 
Canadian provincial, municipal and corporate funded 
debt which increased by about $770 million in 1952 
and somewhat less than $650 million in 1951. 


In contrast to 1951 when Canadian governments, 
mainly provincial, accounted for 80 percent of total 
new issues, in 1952 corporate financing represented 
more than one-half. 


Retirements 


From 1946 to 1952 foreign held Canadian secur- 
ities aggregating $1,721 million were retired. Of the 
total $1,502 million were holdings of United States 
residents. Details of these transactions appear in 
Statement 10. 


As has been noted above, falling interest rates 
brought about substantial refunding operations 
following the end of war. In the early part of 1946 
the Government retired several U.S. dollar issues 
and following the change in the official selling 
rate for the United States dollar from $1.10% to 
$1.00 in July of that year many debtors having 
obligations payable in foreign currencies took ad- 
vantage of the favourable opportunity to eliminate 
these insofar as exchange control policies per- 
mitted. In 1946 and 1947 there were retirements of 
$903 million, including $773 million to the United 
States; a substantial part of this total was refunded, 
some of it abroad, and net retirements of foreign 
held securities amounted to $590 million and $460 
million to all countries and to the United States 
respectively. 


In 1948 and 1949 retirements totalled only $261 
million including $232 million to the United States; 
new issues totalled $255 million. 


Retirements in 1950 totalled $284 million and 
$263 million to all countries and to the United 
States respectively. Several major Government 
issues carrying high interest rates were retired in 
advance of maturity, a portion being refunded. As 
a result of these Government operations and despite 
heavy new issues there were net retirements of 
United States held securities during the year. 


In 1951 retirements totalled $184 million, includ- 
ing $159 million of securities held in the United 
States. Retirements of Government of Canada direct 
and guaranteed issues held in that country totalled 


STATEMENT 10. Retirements of Canadian Securities Held by Residents of the United States 1946-1952 
(Millions of Canadian dollars) 


Bonds and debentures: 
Payable in United States dollars: 
Government of Canada, direct and guaranteed .. 
Provincial Governments, including guaranteed.. 
MuniciIpalxGovernmentsimec. see 
WORDOLATIONSerccssseesteeeeee tere ee ee 


SUD -COt Al, wicca ve an eee ect ect ee er 


Payable in Canadian dollars: 
Government of Canada, direct and guaranteed.. 
Provincial Governments, including guaranteed 
MUNICI paleGoviernmentsm sesame sae = a eeeeen en 
COPDOLAUTONS Bas seccsstracceree herent tee mee eee 
WMS DECLEVE discan. cacte earns Meer eg teen mee ee 


pub Cotal ie ne eee eee 


Oeeecoeercocseveseveseseee 


ee ecccee 


1946 | 1947 1948 1949 


Total 
1946-1952 


1950 1951 1952 
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$48 million payable in United States dollars and 
$35 million payable in Canadian dollars; the latter 
included some of the holdings acquired in 1950 
through the purchase of outstanding issues, 


Retirements in 1952 fell to $89 million, consid- 
erably below the level of any other post war year, 


Foreign Securities 


Transactions Between Canada and 


Foreign Securities Uniteq Ster Other 
1946-1952 Coun- Gates ling Coun- 
tries Area _ tries 


(Millions of dollars) 
Trade in outstand- 


ing issues ........ +136 225 Fale +2 
New issues............ - 39 yl _ te 
Retirements .......... + 35 tae) +10 +5 
Net Proceeds to 

Canada. ee ap bey +118 +22 =6 


Net proceeds from the liquidation of Canadian 
holdings of foreign securities over the seven year 
period amounted to $132 million, arising mainly 
from trading in outstanding issues. As could be ex- 
pected this trading was influenced by prices in 
United States security markets and by current and 
expected exchange rates. Throughout most of this 
period movements in these factors were generally 
in harmony. 


Net Proceeds of All Index of U.S. 


trading in out- Coun United Security Prices! 
Standing foreign tries States U.S. al 
Has Dollars  Dollars2 

eae (Millions of dollars) (1935-39 = 100) 
1946 wt ee +25 +21 154 170 
De Teg: ieee. ~~ =D) 129 129 
POSS ee oy ie - 7 - 9 135 135 
TUSY: 1 hi Sa Od +22 +19 133 146 
DO50p ae sae +70 +68 158 169 
LODE ee oh +15 +18 187 198 
be Ae ane A +10 + 7 197 192 

+136 +122 


During the period of exchange control Canadians 
were able in general to purchase foreign securities 
abroad only against the sale abroad of other foreign 
securities or of certain classes of Canadian secur- 
ities. This provision was intended to allow some 
flexibility in individual portfolios by facilitating 
exchanges of securities, while at the same time the 
exchange position was protected by ensuring that 
an export of capital was associated with a simul- 
taneous import. ‘The existence of non-resident hold- 


1. High month recorded by Standard and Poor’s com- 
posite stock index (industrials, railroads and utilities). 

2. High month recorded by Standard and Poor’s com- 
posite stock index (industrials, railroads and utilities) 
converted to Canadian dollars at official rate of ex- 
Change to 30 Sep. 50 and at high market rate for month 
thereafter. 


ings of Canadian Securities not eligible under 
exchange control for resale in Canada at times led 
to prices in United States security markets lower 
than the United States dollar equivalent of prices 
1n Canada; when non-residents were on balance 
adding to their Canadian holdings prices in the 
United States were bid up to the point where this 
discount practically disappeared. The cost to Ca- 
nadians, vis-a-vis the official] exchange rate, of 
adding to their holdings of foreign securities con- 
sequently varied considerably over the period, and 
at times the channel was an expensive one, t 


It is interesting to note that despite the freedom 
from Canadian exchange control and the relatively 
attractive exchange rate Canadians showed little 
interest in 1952 in United States and other foreign 
Securities, and on balance trading led to repatri- 
ation, although on a reduced scale compared with 
the preceding three years. This movement is prob- 
ably the product of heavy demands in the domestic 
markets for capital of all types coupled with the 
Special tax advantages accruing to Canadian hold- 
ers of Canadian stocks relative to foreign secur- 
ities. Canadians on the whole have not partici- 
pated on any large scale in foreign security markets 
Since the thirties. Relatively large purchases of 
foreigh new issues in 1952 were mainly of a special 
character associated with transactions of the Inter- 
national Bank for Reconstruction and Development 
and with the financing of foreign corporations 
having interests in Canada. 


Loans and Advances by Government of Canada 


Over the two years 1944 and 1945 Canada had 
a current account surplus of $67 million with the 
United States, while the balance with other coun- 
tries reached $2,997 million of which $1,818 million 
was financed by Mutual Aid and other official con- 
tributions, and $314 million by post-war government 
loans and credits. The latter included the first 
drawings on a $2,000 million programme of post-war 
credits provided for by Canada in 1945 and 1946. 
This was to be made available to the end of 1948 
to facilitate foreign purchases of goods and ser- 
vices and to assist in making it possible for over- 
seas countries to meet transitional post-war defi- 


1. For example, in early 1948 when the official 
exchange rate was par and there was a discount of 
about 11% per cent on the Canadian dollar in the un- 
official exchange market, the discount in New York on 
four Canadian stocks paying dividends in Canadian 
funds averaged over 20%. But even at this time a Ca- 
nadian could acquire a foreign security against the sale 
of a Canadian stock paying dividends in United States 
dollars, at a discount of about 16 per cent. At other 
times the cost of acquiring foreign securities was much 
closer to rates in the official and unofficial exchange 
markets. At the end of 1949 the discount on the Cana- 
dian dollar was 9 per cent in the official and 11% per 
cent in the unofficial markets; at this time the discount 
on Canadian stocks was less than 15 per cent on those 
paying dividends in Canadian funds and 13 per cent on 
those paying dividends in United States funds. 
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cits in their balance of payments, to maintain 
adequate reserves and to assume the obligations 


of multilateral trade !. 


Under this programme between 1946 and 1950 
Canada extended credits of $1,627 million, includ- 
ing $1,185 million lent to the United Kingdom. The 
importance of official Canadian financing in the 
early post-war years is clearly seen when express- 
ed as a percentage of some of the important balance 
of payments aggregates. 


Official Canadian financing ! 
as a percentage of 1946 1947 1948 1946-1950 


Merchandise Exports to: 
United Kingdom and other 
sterling area countries 61 38 5 25 
Other OFEC countries 69ey oil eee, 27 
All other countries ex- 
cept United States Boy AS} Als 14 
All countries 3D) 22 5 12 


Exports of Goods and 
Services? to: 
United Kingdom and other 
sterling area countries47 31 4 20 


Other OFEC countries 59 32 18 23 
All other countries ex- 

cept United States 29 20 10 1 
All] countries 25 16 3 9 


Current account surplus$3 with 
United Kingdom and other 
sterling area countries 81 48 8 43 
Other OFEC and al] 
other countries except 
United States UO. Bike Bz 43 


1. Net post-war loans and advances, and offi- 
cial contributions other than Mutual Aid to NATO 
countries. 

2. Excluding Mutual Aid to NATO countries. 

3. Excluding official contributions. 


It was anticipated that while Canada’s over- 
seas customers were being financed largely on 
credit it would be necessary to meet most of the 
balance of payments deficit with the United States 
out of Canadian resources. In the face of strong 
demand conditions in the Canadian economy and 
as supplies became available in the United States 
successive current account deficits of unprece- 
dented magnitude developed withthe United States 
in 1946 and 1947. In the absence of capital inflows 
there occurred a drastic decline in official holdings 
of gold and United States dollars culminating in the 
institution of import controls designed to reduce 
the bilateral disquilbrium, in restrictions on the 
rate at which the remaining credits might be drawn, 
and Government borrowing in the United States 
to build up official exchange reserves. 


In addition to drawings and repayments on post- 
war loans by the Government of Canada to other 


governments, during the period there were repay- 


1. By the end of 1950 $1,740 million of these 
credits had been utilized and the balance either was 
never allocated or lapsed. 


ments on war loans of $347 million by the United 
Kingdom and $10 million by other countries. Most 
of the repayments by the United Kingdom were on 
the $700 million interest free loan of 1942. Under 
the arrangements between Canada and the United 
Kingdom the amount of these repayments was re- 
lated directly to liquidations of United Kingdom 
holdings of Canadian securities, either through 
sale or redemption, less amounts made available 
by the United Kingdom for investments in the 
development or expansion of industria] enterprises 
in Canada and certain British purchases of aircraft 
manufactured in Canada. Also reflected is the 
settlement of war claims between Canada and the 
United Kingdom in 1946 under which Canada re- 
ceived $150 million from which has been deducted 
interim credits advanced by Canada during the year 
which were among the claims included in the settle- 
ment. 


Subscriptions to the International Monetary Fund and 
International Bank for Reconstruction and Develop- 
ment 


Canadian subscriptions to the International 
Monetary Fund and International Bank for Recon- 
struction and Development were set in terms of 
United States dollars at $300 million and $325 
million, as follows: 


IMF’ IBRD 
(Millions of U.S. dollars) 


Amounts paid in 


GOI cd nccsn. 75.0 _ 
United States dollars.. = 655 
Canadian currency ...... 225.0 Gye 
Total’... See 300.0 65.0 

Subject to call to meet 
obligations of IBRD — 260.0 
300.0 32050 


The amounts directly affecting official holdings of 
gold and United States dollars appear in item D13 
of the capital account with the United States. The 
subscriptions in Canadian currency had no im- 
mediate effect on the capital account, for Canada 
acquired an asset against the simultaneous creation 
of a liability in the form of cash balances or non- 
interest bearing non-negotiable demand notes; these 
assets and liabilities are included in item D17 of 
the capital account with ‘Other Countries’? and 
insofar as the act of subscription is concerned they 
are offsetting. The devaluation of September 1949 
involved further payments of Canadian currency by 
Canada to maintain the gold value of the original 
Subscriptions, and these were dealt with similarly. 
As no new par value has been established for the 
Canadian dollar no adjustments have been made 
arising out of its subsequent appreciation. 


A number of loans made by the International — 


Bank for Reconstruction and Development involved 
disbursements in Canada. To the extent that these 
and other transactions affected its short-term Ca- 


= 
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nadian dollar resources they are reflected in item 
D17. To the end of 1952 IBRD lending operations 
had involved disbursements in Canada of the order 
of $48 million. Of this amount approximately $30 
million was financed from the Canadian dollar 
resources of the Bank and represented a capital 

_ outflow from Canada, while the balance was covered 
by transfers of United States dollars to Canada. 
Canadian dollar resources of the Bank arose from 
Canada’s subscription in Canadian funds and from 
the sale of a Canadian dollar bond issue in Canada 
in 1952. 


Canadian Dollar Holdings of Foreigners 


Canadian dollar holdings of foreigners include 
deposits with banks and other depositories, and 
: holdings of Government of Canada treasury bills, 
| by all foreigners other than the International Mon- 
; etary Fund and International Bank for Reconstruc- 
; tion and Development, which are treated differently 
for the reason given above. 


Changes in Canadian Dollar Holdings 
(Millions of dollars) 


United Kingdom 


United and Other Other Total 

States Sterling Area Countries 

Countries 

| 1946 +27 somes ad + 70 
104875 23-3 aid. -19 - 26 
1948 - 14 S20 sails} ed 
1949 -a5 + 62 -14 + 40 
1950 +89 +116 +28 +233 
1951 -53 =1 28 =i -192 
1952 - 36 23 a, - 66 
page’ + 30 | + 38 


United States holdings were practically all in pri- 
vate hands and during the period of Canadian ex- 
change control were acceptable payment only for 


limited purposes in Canada. On the other hand 
holdings in countries where exchange control was 
in force represented for the most part official 
reserves and authorized working balances. 


At the end of 1952 Canadian dollar holdings of 
foreigners were somewhat less than $350 million. 


Refunding Loan Proceeds set aside for retirements 


This entry represents the balance of a Govern- 
ment of Canada refunding issue placed in the United 
States in 1949 which was held over the year end to 
meet the retirement early in 1950 of a guaranteed 
issue payable abroad. 


Other Capital Movements 


Other capital movements comprise a variety of 
transactions including changes in accounts receiva- 
ble and payable and in inter-company accounts, 
short and long-term loans between private unrelated 
parties, changes in private and chartered bank 
holdings of foreign exchange, and the net change 
in Canadian dollar short-term holdings of the 
International Monetary Fund and International Bank 
for Reconstruction and Development. It is important 
to note that the statistical coverage of accounts 
receivable and payable and of inter-company ac- 
counts is limited to relatively few companies. 


Also included is the balancing item covering the 
amount by which estimates of the current account 
balance and recorded capital movements differed 
from changes in official holdings of gold and 
foreign exchange; this difference represents only 
a very small proportion of gross’. international 
transactions. A study of the behaviour of this 
residual over a number of years suggests that it 
represents principally changes in receivables and 
payables not directly recorded. 


STATEMENT 11. Estimated Composition of ‘‘Other Capital Movements’’ 1950-1952 
(including balancing item) 


Note. A minus sign indicates an outflow of capital from Canada 
(Millions of dollars) 


All Countries 


United States 


1950 1951 1952 1950 1951 1952 


Long-term loans, advances and other capital............ - 
Short-term loans and advances.........s.ccsscscesscessssseceeee + 23 
_ Short-term Canadian dollar holdings of IBRD .......... - 
PRE PUMUGIECCOIVADIC ...02625-0..000000.-0eesveceenscessooeresocesseseee - 
ANSTO. e205) 5505. cacdensdsosedddescsstenceecacocsnnlesedenes +207 


Bank balances and other short-term funds abroad 


MEXGINGING Ollicial TeSETVES).. £.02.0...icselocesndalscosece sus - 


Total (Tables Hf and Ml, item D17) .................... +192 


+ 30 +17 - 7 
+ 19 + 9 cae | 
- 4 = id a 
=) 36 - 38 - 17 
+103 - 231 - 193 
- 14 =253 - 236 
+128 - 497 - 442 
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Balancing Item 


Non- : Total of 
Sterling co Total ‘‘Other Capital 
Area yt Movements’’ 


(Millions of dollars) 


L94G-c8n + ek - 7 + 14 Soe 
POAT. 4 5 aevAt + 26 Se 
1948225 — 7. +18 + |] + 47 
19495 ee -15 - 4 - 62 
1950.... +136 -17 +119 +192 
1951.... + 9 +47 ao © +128 
1952.... -186 - 40 - 226 - 497 


While precise measurement of all the elements 
of ‘‘other capital movements’’ is not possible, an 
estimate of the composition of the category for the 
years 1950 to 1952 is given in statement 11. In 
these figures the balancing item has been allocated 
to international accounts receivable and payable. 


Changes in such open account commercial 
indebtedness may be induced by a wide variety of 
considerations. While it is customary to think first 
in this connection of exchange rate expectations as 
in 1950, there is considerable evidence that this 
factor is not the dominant one in normal periods. 
Timing of payments for imports and exports rarely 
coincides with the physical movement as shown in 
the current account and, as terms of payment 
relating to different commodities also vary con- 
siderably, a change in either the composition or flow 
of imports or exports usually affects the balances 
due or receivable on open commercial accounts. 
Also of importance is the role of short term capital 
movements in financing production and distribution, 
and definite seasonal patterns exist with respect to 
the financing of some commodities such as coal. 
Distinct from seasonal movements are changes re- 
flecting abnormal supply and demand conditions in 
the market; in times of short supply advance pay- 
ments have been important. 


Aside from financing directly related to com- 
modity movements, other corporate requirements may 
be met through an increase in accounts payable, 
particularly in the case of inter-company relation- 
ships where the credit risk, which is an inherent 
limiting factor in the case of unrelated parties, does 
not exist. For limited periods financing of this 
character has contributed to expansion and develop- 
ment programmes. More apparent were the effects 
af the restrictive bank lending policies in force 
in Canada through most of 1951 resulting in in- 
flows which more than offset any withdrawal of 
the speculative inflows of 1950. In 1952, as credit 
restrictions were progressively relaxed and as the 
Canadian dollar strengthened, there were sub- 
stantial reversals of the inflows of the two pre- 
ceding years. Thus the behaviour of these items 
lent confirmation to the treatment of the residual in 
the balance of payments as a short term capital 
movement. Over the three years from 1950 to 1952 
the net increase of accounts payable is estimated 
at about $79 million while the growth in the value 
of monthly imports was about $132 million; the net 


increase in accounts receivable was about $65 
million compared with an increase in monthly export 
values of $106 million. There was at the same time 
a large increase in United States dollar bank 
balances and_ short-term investments held by 
Canadians. In part this increase may have reflected 
delay in the transfer of export proceeds or other 
receipts of foreign exchange as the exchange rate 
became increasingly unfavourable; moreover for- 
ward exchange rates and short-term interest rates 
have combined to make attractive the temporary 
employment of Canadian funds in the United 
States. 


It should not be overlooked that changes in 
open account international indebtedness may take 
place in the opposite direction to that indicated by 
general exchange rate expectations without neces- 
sarily implying the assumption of an exchange risk. 
During the period of fixed official exchange rates, 
limited forward exchange coverage was made avail- 
able through the Foreign Exchange Control Board 
and these facilities made it possible for Canadian 
residents to transfer to the Exchange F'und Account 
a considerable burden of exchange risks. In con- 
ditions of a free exchange market the creation of a 
substantial short or long balance of forward con- 
tracts tends to be limited by the impact of coverage 
on the spot rate, a factor which was not operative 
in the period of fixed rates. 


Balance Settled by Exchange Transfers 


The ‘‘triangular’’ nature of Canada’s inter- 
national transactions has long been well known, 
receipts from balance of payments’ surpluses 
accruing with the United Kingdom and other over- 
seas countries having for the most part been 
applied against deficits with the United States. In 
the bilateral statements of the balance of payments 
item G, ‘‘Balance settled by exchange transfers’’, 
is a measure of these multilateral settlements; a 
negative figure indicates the extent to which the 
account in which it appears was settled by transfers 
in Canada’s favour, while a positive figure in- 
dicates the application of these receipts in another 
account. Settlements occur between the bilateral 
sectors but cancel out as a whole and consequently 
do not appear in the account between Canada and 
all countries. 


For example, over the seven year post-war 
period Canada had current account surpluses 
aggregating $5,279 million with overseas coun- 
tries, of which $1,371 million was financed by a net 
capital outflow from Canada to these areas. All the © 
remainder and a reduction of $23 million in official 
holdings of sterling was financed by multilateral 
settlements, i.e. net payments of international 
‘‘cash’’ (mainly gold and United States dollars) 
amounting to $3,931 million. During the same period 
Canada had a net current account deficit with the 
United States of $4,939 million, but there were net 
capital imports from that country of $1,457 million, 
leaving $3,482 million to be financed. As multi- 
lateral transfers from overseas countries amounted 
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1946-1952 


© ROMER CME BOCOUNG DALANCE « - ox 0s ccicessnsensseesacoesedecacoeseoaceaecacees 


E Net capital movement exclusive of changes in official 
holdings of gold and foreign exchange ........ccccccccc00-.... 


HH Change in official holdings of gold, U.S. dollars and 
RS eg eae coi vce det hw nce stint ese ousdco vie guusoccedeesdscoocae..,. 


to $3,931 million, it was possible to use the balance 
of $449 million to add to official holdings of gold 
and United States dollars. 


While it is customary and convenient to think of 
these settlements as taking place in gold or United 
States dollars, as is generally: true, in fact they 
include a wide variety of private and official 
transactions in various currencies. Indeed any 
exchange between two countries of a short term 
claim on a third is a multilateral settlement. 


The significance of these international settle- 
ments also varied. While, for example, the resulting 
balance of Canada’s transactions with the sterling 
area was convertible and accordingly available to 
meet Canada’s deficit with the United States as in 
pre-war years, the size of the balance was itself 
influenced, if not determined, by the existence of 
stringent controls in sterling area countries. Imports 
from and capital exports to Canada were determined 
by the policies of the sterling area authorities after 
taking into consideration’ the loan made available 
by the Canadian Government, export revenue and 
other sources of Canadian dollars. The net Canadian 
dollar deficiency of the sterling area giving rise to 
gold and United States dollar settlements was there- 
fore directly related to and limited by the general 
balance of payments situation of the sterling area. 
Unlike multilateral settlements between other areas 
and Canada, the great bulk of such settlements by 
the sterling area took the form of direct central 
bank sales of gold and United States dollars 
to Canada. 


Motivating Factors 


Factors influencing the direction, form, and 
magnitude of capital movements over the period 
were many and diverse. 


Exchange Rate : 


Timing of much of the private capital movement 
occurring in the post-war period was directly in- 
fluenced by changes and anticipated changes in the 
officially prescribed rates of exchanges. While the 


United Kingdom 


All United and Other Other Other 
Countries States Sterling Area OEEC Countries 
Countries Countries 


(Millions of dollars) 


+340 =)4 939 + 3,427 +1, 601 +251 
+ 86 tae Od, = . s0D)2, eo, - 127 
+ 426 - 3,482 + 2,475 +1 309 +124 

_ +3, God at oles = 2, 309 - 124 


+426 + 449 - 


JR a i z 


great mass of Canada’s international transactions 
took place at these rates, certain types of capital 
movement took place through the unofficial market 
abroad!. The existence of a significant discount 
on the unofficial rate vis-a-vis the official rate 
generally signalled the absence of private capital 
inflows to official reserves and tended to raise 
doubt in the public mind, especially abroad, as to 
the maintenance of the official rate. For this reason 
the relationship in some periods represents a con- 
venient measure of exchange rate expectations, 
relevant not only to transactions through the un- 
official market but also to those directly affecting 
official holdings of exchange. 


On more than one occasion substantial pressures 
developed against the official exchange rate as 
trends in the balance of payments developed which 
suggested the possibility and direction of a change 
of some magnitude in the official par value of the 
Canadian dollar. 


Thus for an extended period prior to the return 
of the official exchange rate to parity in 1946, non- 
residents increased greatly their holdings of 
Canadian dollar securities and bank balances while 
Canadians, on the other hand, sold foreign se 
curities (and Canadian securities payable abroad) 
and allowed their accounts payable to rise. At the 
sametime there was a tendency for Canadian debtors 
to arrange refunding of United States dollar debt on 
a short-term basis which would permit early retire- 
ment of new obligations should a more favourable 
exchange rate prevail. Aside from these capital 
movements there were some elements of the current 
account such*as profit transfers and dividends 
payable to parent companies on which exchange rate 
considerations had considerable influence. And, as 
has been mentioned elsewhere, the existence of 
facilities for forward exchange coverage permitted 
the transfer of exchange risks to the central author- 
ities which were not reflected in either the current or 
capital account. The establishment of a new ex- 
change rate in July 1946 was followed by reactions 
and adjustments within each of these categories. 


1. For a description of this market, see Annual 
Reports of the Foreign Exchange Control Board for 1946, 
1947 and 1948. 
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STATEMENT 12. Average Quarterly Rates of Exchange for Canadian Dollar 1946-1952 in terms of U.S. cents 


Discount on 
unofficial rate 


Quarter Official? Unofficial ered 
official rate 
Ud. tae Pete na ee oe Va te ot ee 90.9 90.7 OaZ 
Testes LG see ae a ae oe a 90,7 0.2 
NOU GIO Acetate a eneecnocc aecco eee bocsasacnceancd ser dosanao- qoucuceur: Reco pegenactanoheasacbti.“/nebonbace le 96.6 3.0 
TV wie ceselecs ov seccntlecupnscbacs oget.ne sins Gsenas ula bvetagnsigan se tenvacrtvelceucenofse=as ee ampeaasres .0 OSD 4.5 
1947 1Q Se TE OS RIN So ike ON IRE 9 ike RM 9 $5.0 5.0 
ee Leerce ema ben ein ne a ee a4 
TELL. co -cehc ne pnesandne ro oetachindodol oncben be saESo. tog boa ac 00a npirontbocueci soapccueconccnccnichO0c% AO 89.3 LO 
1948 : NY Fd ae esas cea Aas ceased paves do allaca te Spt nae re ager fo os oto sence a Pea Oe 
tb Rim aenaean Me Tr eee ‘5 oai6 74 
LINEA) Bis peerro ct serticr pond ceGeeona conodioco acd no co Gecoc InaSo LTE pada ccc coacanEMeEccecochceooacs .0 92.5 Les 
1949 iQ 4 Be ack Bes Se Ran GN alec ke 0 92. 8 7.2 
Bes See On ois Ganke kaa, ee *: ype 47 
J AYA ee cnr eae occ cea one cn Gace RE nERIOSO: PERRO dono ES OEOUSSSOSD. 8: HET reROECAS IA ILCTAIINS 19 89.6 5 ie! 
1950 g Re 5a i EC et eer Ah EEE ey ee EO an ACRE One 3 ane Rate 
te Rene ee Ge NR s BOF 01 
IV GU tee tees seenags cetera teen eee stacecouacstsnscvereare tet wcuneteas sateen sries scnsssrensescncsses Oe 
TEOTS yi 9 ORO ee se G gaccocacr ea area cad nec conde inco Son HnOSeAaLCRedciT ioctice snacnasodactssdacceng pop, 
MQ) Wea cee ceee esc e ses eee etre eee ee cern ene se sene te Cerone ence roctenccaseascaresassetecteses Ee) 
10 00) pa kessc si casneco eS eORS Cac bode nc CaAE nn oC Dooce abc bonconmsSecbooo sors uce pSoequcHanb een cocsanacic a6 
5A: en enna: Cee. MAE Sines Fe. ee Cee aif 
QS ae UGE hoe. c cbse nce tws-soestecthegs cote tasceee awe tote eeetee nec nons eaeeeateseteeccacavscusestetetns a 
ORG a ao 5 
Oe PR Rg BENE S LR EE eh Foe aan ale En nah ar i x 55 de Re RR NR bib 


1. Official exchange rates were withdrawn September 30, 1950. 


As the exchange crisis of 1947 loomed there 
were naturally attempts by foreigners to reduce 
their Canadian dollar positions and by Canadians 
to assume foreign currency positions. But viewed 
in retrospect it is surprising that the magnitudes 
of the capital outflows were so small. The net 
capital outflow to all countries during the year 
was, it is true, $791 million but of this $553 mil- 
lion was to countries other than the United States 
and represented on balance the extension of post- 
war government credits. The outflow of $238 million 
to the United States was dominated by net retire- 
ments of Canadian debtor securities: totalling 
$218 million; some of these retirements reflected 
maturing debt but the greater part represented 
securities called for retirement in advance of 
maturity. Aside from measures adopted to limit 
capital outflows, there were other important in- 
fluences at work in the same direction, notably the 
very substantial financing required for gross 
domestic investment which rose from $1,917 million 
in 1946 to $3,068 million in 1947. These influences 
affected similarly the transfer of profits abroad. 
Most of the pressure against the official exchange 
rate was not in fact reflected in the capital account 
but in the forward exchange liability of the Ex- 
change Fund Account. Although forward coverage 
was, in general, made available only in respect of 
net commercial exchange risks, there was of course 


no compulsion on persons to enter into such con- 
tracts. As a result in times when the only possible 
change in the exchange rate would be apprecia- 
tion of the Canadian dollar, the Fund found itself a 
heavy net forward purchaser of exchange. On the 
other hand in 1947 the Fund had a very substantial 
commitment as a seller. Insofar as the Canadian 
balance of payments was concerned such contracts 
had no immediate effects. The pressures of 1947 
subsided as corrective measures taken by the 
Government began to be effective in increasing 
official holdings of gold and foreign exchange. 


The world-wide devaluations of 1949 involving 
the re-establishment by Canada of a buying rate 
for United States dollars of $1.10 on September 
20 were preceded by some pressure against the 
official rate, mainly of a commercial character; 
but it remained for 1950 to provide an extreme 
example of speculative capital movement. In .the 
third quarter of 1950, when the net capital inflow 
exceeded $700 million, every category in the capital 
account except official loan repayments reflected to 
a greater or less extent the impact of an expected 
appreciation of the Canadian dollar. Even direct 
investment transactions, in which short-run exchange 
rate expectations normally play little part, were 
affected: transfers to Canada took place in antici- 
pation of requirements some months in the future, 
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and repatriation of Canadian investment abroad 
was also accelerated. Trading in outstanding 
securities resulted in an inflow of spectacular 
proportions, which has been noted earlier; there was 
in addition a substantial volume of new issues in 
the New York market, part of it representing new 
money and part the refunding of United States 
dollar obligations which debtors were not anxious 
to retire at the existing exchange rate. Non-residents 
increased their Canadian dollar holdings sub- 
stantially during this period, and there were tremen- 
dous ‘‘other capital movements’’ inwards, mostly 
through increased accounts payable of Canadians, 
as indicated in Statement 11. 


Following the withdrawal of fixed exchange 
rates, the rate of capital inflow dropped substan- 
tially, but the reflux of capital which might have 
been expected was long delayed. The Canadian 
dollar did not appreciate to the extent that some 
holders had expected, because the current account 
deficit rose to very substantial proportions. More- 
over declining bond prices had offset in part the ex- 
change appreciation which did occur while foreign 
taxation of capital gains was also a temporary de- 
terrent to capital withdrawal by bondholders. The 
introduction of a restrictive credit policy in the 
latter months of the year and early 1951 resulted in 
heavy demands for foreign short-term capital and in 
placement of a substantial volume of new issues in 
the New York market. In the first twelve months of 
the free rate there was a further net capital inflow 
of $567 million. During this period the monthly noon- 
average price of the United States dollar in Canada 
ranged between 104.03 cents in November 1950 and 
106.94 cents in June 1951; the effect on the exchange 
rate of operations of the Exchange Fund Account 
cannot be assessed in the absence of data on 
forward transactions. 


In the fourth quarter of 1951, when the series 
of successive current account deficits was replaced 
by a substantial current account surplus, the role 
of the fluctuating exchange rate became clearly 
apparent. The current surplus added to the already 
heavy demand for Canadian funds created by 
substantial long-term capital inflows to finance 
Canadian development. Only a relatively small part 
of offerings of foreign funds was acquired for the 
Exchange Fund Account; it continued to be the 
policy of the exchange authorities to allow the 
exchange rate to be determined by the normal play 
of economic forces without official intervention, 
except to ensure orderly conditions in the foreign 
exchange market. No attempt was made to reverse 
persistent trends, but only to smooth out excessive 
short-run fluctuations. The result was that prac- 
tically all the impact of the current account surplus 
and long-term inflows for development fell on the 
exchange market and was seen in the falling price 
for the United States dollar in Canada which 
reached a low nooraverage in September 1952 
of 95.98 cents. This appreciation of the Canadian 
dollar led in turn, as we have seen, to substantial 
capital outflows in the form of repatriation of 


outstanding Government of Canada bonds held 
abroad and other short-term movements. The latter 
took the form mainly of decreases in outstanding 
accounts payable and increases of short-term funds 
of Canadians held abroad, movements which were 
facilitated by the progressive relaxation of credit 
restrictions in Canada. Thus the large capital 
inflows were able to take place only by inducing 
equivalent outflows, a method of adjustment which 
largely neutralized the potential internal inflationary 
effects of the inflows themselves. 


It has been seen that reactions to fluctuations 
and anticipated fluctuations of the exchange rate 
differed from time to time not only in direction 
but also in form. The initiative came at times very 
largely from non-residents, at times largely from 
residents. Parts of the ‘‘speculative’’?’ movements 
represented the acceleration of long-term financing 
arrangements --for example the transfers of funds for 
direct investment in excess of immediate require- 
ments in 1950, and the exercising of provisions 
to retire in advance of maturity debt payable in 
foreign currency which occurred after the return to 
parity in 1946. Other parts reflected the assumption 
for short periods of exchange positions through 
changes in bank deposits, open accounts, se- 
curities, etc. 


The capital movement in 1950 was so large that 
it is useful to examine the data for evidence of the 
timing of the subsequent reflux. This is done in 
Statement 13. This statement does not show clearly 
the extent of the repatriation of Canadian securities 
sold to non-residents in the first nine months of 
1950, for a substantial repatriation of Canadian 
dollar debt had taken place through retirements 
but is offset in the figures by unrelated new issues 
payable in foreign currencies; repatriation through 
trading in outstanding issues had also been offset 
to some extent by sales of Canadian stocks. As has 
been noted earlier, in the twelve months ending 
September 1952 repatriation of Government of 
Canada direct and guaranteed issues more than 
offset the capital movement into this group of 
securities in the whole of 1950. 


Net ‘‘other capital movements’’ over the three 
years, 1950 to 1952, as shown in the statement, are 
provisionally estimated to have taken the following 
form: 


(Millions of dollars) 


Long-term capital, net inflow ALY, 
Short-term capital, net inflow + 51 
Accounts receivable (increase) - 65 
Accounts payable (increase) +3 79 
Short-term Canadian dollar 
holdings of IBRD - 10 
Bank balances and other short- 
term funds abroad - 256 
-159 


The net changes in accounts receivable and payable 
are the result largely of changes in the total value 
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STATEMENT 13. Net Capital Inflow to Canada from All Countries 1950-1952 
(Millions of dollars) 


Oct. 1950 Oct. 1951 Oct. 1952 


to to to 
Sept. 1951 Sept. 1952 Dec. 1952 


Direct investment 


Portfolio securities 


Outstanding Canadian issues + 314 
Net new GanadiamvissSueS)..acs-c--se-crecc.-osenenee - 58 
FYOPCLENM TSSUCS Saecscsncecsaccataods.cevtuadetersseseche conte + 66 
Goverment loans and Credits) n.cccwiccceessceeeseree - 7 


Canadian dollar holdings of foreigners............ 
Ofher-CapitalomOVeEMents,....c.cccceecossssee ener ateees ere 


of commodity transactions. Merchandise exports in 
December 1952 exceeded those in December 1949 by 
$106 million; accounts receivable rose about $65 
million. Merchandise imports in December 1952 ex- 
ceeded those in December 1949 by $132 million; 
accounts payable rose about $79 million. 


It seems clear from a consideration of these 
figures that by September 1952 most of that part ofthe 
capital inflow in 1950 which might be regarded as 
speculative had been repatriated. There had been, 
on the other hand an increase in Canadian short-term 
assets abroad representing perhaps in part an indis- 
position on the part of Canadian receivers of ex- 
change to transfer it to Canada at existing exchange 
rates and in part attractive opportunities for the 
temporary employment of Canadian funds arising 
from short-term interest and forward exchange rates. 


By and large the rate affected the timing of 
capital movements; over the long run its influence 
was limited. The flows of capital directly respon- 
sive to exchange rate expectations, whose volatility 
added in no small measure to the problems of the 
authorities during the period of fixed exchange 
rates, tended to obscure more fundamental move- 
ments subject to other motivating factors. 


Underlying Short-Run 


and Long-Run Motivating 
Factors 


Among the other factors motivating short-term 
capital movements several have already been men- 
tioned. Changes in either the composition or flow 
of imports or exports almost invariably result in 
short-term movements because the terms of payment 
relating to different commodities vary considerably 
and in any event payment rarely coincides precisely 
with the physical movement of goods. Aside from 
movements in what might be regarded as the working 


+ 815 

+ 90 - 107 - 25 ae SPALIPZ 
tellers rue tala + 303 
+) 21. = s _ a 81 
+ 65 + 159 tau + 148 
- 66 - IAS 


capital of international traders, working capital may 
by supplied to domestic sectors of the economy 
through, for example, short-term loans or through 
delays in settlement of international accounts pay- 
able. These movements may be associated with the 
financing of production and distribution, or may 
represent temporary financing of long-term capital 
investment pending more permanent arrangements. 
This is particularly the case in respect of related 
companies where the normal considerations of credit 
risk do not apply. The demand for this type of tem- 
porary financing is affected by changes in credit 
policies andinterest ratesin Canada and abroad. The 
limitations imposed on inflationary credit expansion 
in 1951 were relatively greater in Canada than in the 
United States and as a result it was easier for some 
Canadian borrowers to obtain financing in the 
United States than in Canada. 


Although it is not possible to assess its im- 
portance, another interesting set of factors may be 
found in the relationship of forward exchange rates 
and short-term interest rates. In conditions of a free 
exchange market if there are on balance buyers of 
forward exchange a premium will develop repre- 
senting in part the interest cost of holding spot 
exchange against the forward commitments. On the 
other hand if there are on balance sellers of forward 
exchange the resultant discount will include a 
factor representing the interest cost of the foreign 
exchange sold into the market to maintain the 
exchange trader’s position. Changes in the spot 
positions of exchange traders in order to maintain 
a balanced overall exchange position represent 
capital movements in the balance of payments; 
such movements are the reflection in part of ex- 
change rate expectations and in part of flows of 
commodities, services and capital. A premium 
on forward exchange may itself also be an induce- 
ment to employ funds temporarily abroad as will be 
seen from the following table. 
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STATEMENT 14, Net Capital Inflow to Canada 
from All Countries 1946-1952 


(Millions of dollars) 


PTE CUM IMUESLIMCIU LS tare. § ios 058 sk dooce nodcoeenscecxveec 


Portfolio securities: 


Outstanding Canadian issues ..........0cc cee + 464 
IN‘CCPRELITEMENES nate.cee. Sess tials keke ecbs dee Seleccas. — 213 
HOLECILMMSSUCS. Aim. ete este ne cc Ee 21s ile 
Government loans and credits ..........ccccccccecceeeeees - 1, 088 


Other capital IDOWECMENUS vette ee 


Approximate Yields to Canadians on 90-day 
Treasury Bills 
(based on tender rates) 


United States 
Adjusted for 


Canada Basic Rate swap premium 
or discount 
1S" Jan. 51 0.75 1.47 (negative) 
15 Dec. 51 0.89 1.70 1.45 
15 Jan. 52 1.08 iTS) 2.29 
15 Dec. 52 ThPAS) 2.14 3.51 


Private capital outflows of this character would 
reduce the necessity for increased holdings of 
spot exchange in the trading positions of banks, 
for the forward end of the swap transaction with the 
customer employing funds abroad would serve the 
same purpose. While the structure of forward ex- 
changes rates would have contributed to such an 
outflow, insofar as the capital exporter was con- 
cerned the spot exchange rate itself would be of 
little significance. 


But one must look to other considerations to ex- 
plain the preponderant movements revealed when the 
seven-year post-war period is viewed as a whole. 
As shown in Statement 14, the dominant private 
capital movement has been the inflow in connection 
with direct investment. Factors motivating capital 
movements for direct investment include long-term 
earning possibilities, assurance of access toraw 
material sources, and the general advantages of 
integration. The direct investment inflows took 
place in a period of extraordinary growth in the 
Canadian economy and to a considerable degree 
were related to the great resource discoveries and 
development featured in the post-war years. Under- 
lying the whole of the post-war period has been the 
high level of economic activity, not least in Canada, 
which has contributed to strong demand conditions 
and offered attractive earning possibilities. These 
conditions are reflected not only in foreign direct 
investment in Canada but also to an even greater 
extent in investment by Canadians. As will be seen 
in the following chapter, Canadian capital is playing 
a larger role in Canadian development on balance 
than in the past. 


Participation in the long-run growth of the 
economy is also a motive in purchases of equity 
securities, while interest rates may play a long-run 
role in the case of bonds and debentures; the net 
movement in portfolio securities has not, however, 
been as large as inthe case of direct investment and 
it is clear that short-run considerations are on 
balance of much greater importance in this cate- 
gory of capital movement. Loans and credits of the 
Government, and Canada’s subscription ‘to the 
international monetary institutions represent a 
special category of capital movement designed to 
facilitate foreign purchases in Canada, and to 
assist overseas countries to meet transitional 
post-war deficits in their balance of payments, 
with the ultimate objective of restoring a higher 
level of multilateral trade. 


Chapter VII 


CANADA’S INTERNATIONAL INVESTMENT POSITION 


During the seven year period from 1946 to 1952, 
Canada’s net indebtedness to other countries rose 
by some $800 million. This rise is about one half of 
the decrease which occurred between 1939 and 1945, 
when there was a Sharp decline in the British net 
investment position with Canada. Canada’s net 
indebtedness to other countries in 1952 was con- 
sequently less than at the beginning of World War II, 
when it had been lower than at the peak which 
occurred around 1930. 


The rise in net indebtedness in the post-war 
period is much less than occurredin gross liabilities 
as gross assets also increased substantially during 
the period. Gross liabilities increased from $7.6 
billion in 1945 to $11.1 billion in 1952, a rise of 
almost one half, while gross assets rose from $3.8 
billion to $6.4 billion, or by more than two thirds. 


Relatively greater changes occurred in the com- 
position of assets and liabilities than are revealed 
in the movements of the totals. Most of the increase 
in liabilities has been in United States direct and 
portfolio investments in Canada while the rise in 
assets has been largely in government owned forms 
although Canadian direct investments abroad have 
risen Substantially. The most concentrated increase 
in liabilities was in equity investments which rose 
sharply by some 70%, but there was also a rise in 
bonds of more than 15% and a large increase in non- 
resident owned bank balances in Canada which are 
included in the gross liabilities. The largest part of 
this increase in equity investments was in United 
States direct investments in Canada which almost 
doubled in the same seven year period. 


The net increase in the total of Canadian assets 
abroad in the post-war period in the form of govern- 
ment loans and export credits to other countries was 
$1,159 million and the increase in the Canadian 
dollar equivalent of government holdings of foreign 
exchange and gold was $142 million. Canadian in- 
vestments abroad which are privately owned have 


also increased. The value of Canadian direct invest- 
ments abroad rose sharply but there was a smal] 
decline in the value of portfolio holdings of foreign 
securities which moderated the overall increase in 
private investments abroad. 


This increase in the balance of indebtedness in 
the period under review may be attributed largely to 
the retention of earnings in Canada as, in the period 
as a whole, there was a small net export of capital. 
This is indicated by the net current account balance 


of $340 million for the full seven year period. Re- 


investments of earnings are not included in the 
construction of Canadian balance of payments state- 
ments, and consequently are not reflected in this 
net figure of capital movements. Net reinvestments 
of earnings are the leading factor accounting for the 
risé in the balance of Canadian indebtedness to 
other countries of $0.8 billion. 


The amount of foreign private capital invested in 
Canada exceeds that invested in any other country, 
but this represents a smaller proportion of the total 
of all capital invested in Canada than is the case in 
many debtor nations of the world where foreign cap- 
ita] is the main contributor to development. Further- 
more, the existence of large Canadian owned assets 
abroad has reduced substantially the balance of 
indebtedness and the relative Significance of the 
absolute total of foreign capital in Canada. The bal- 
ance of indebtedness is also smal] in relation to the 
pace of Canadian development in the post-war 
period, most of which has been financed by capital 
of Canadian origin. A feature distinguishing Can- 
ada’s foreign debt is that it represents private 
investment in Canada, rather than indebtedness to 
other governments as is the case with some other 
debtor countries. 


The balance of indebtedness shown in statement 
15 includes long-term investments and short-term 
assets and liabilities except those of a commercial 
character, More detail on the components of gross 
assets and liabilities is shown in Table X. 


STATEMENT 15. Summary of Canada’s Balance of International Indebtedness, 
Selected Year Ends (see Table X) 


(Thousands of millions of dollars) 


1930 1939 


Gross liabilities to other countries ........ 8.0 
GLossmexternale@asseisuee. ee 15 
Net Indebtedness. .................ccccccccecececeee 6.5 


1949 1950 1951 


1.4 (ats 
19 3.8 
5.5 3.9 


. ono 10.5 
2 5.9 5.9 
4.0 4.6 
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The Relative Place of Foreign Capital in Canadian 
Investment 


The relative place which foreign capital occu- 
pies in Canada has changed greatly over the years. 
Foreign capital used to make up a larger part of 
total capital investment in Canada than has been 
the case in the post-war period. In early periods of 
Canadian development, capital from outside Canada 
was a major contributor to investment in the country. 
This was more so in periods of development which 
preceded World War I. But even in years of heavy 
investment which followed it, as for example, 1929 
and 1930, foreign capital was of much greater rel- 
ative importance as a source than has been the case 
in the post-war period under review. But, in contrast, 
for a long succession of years which followed, 
Canada was a net exporter of capital. This was the 
case in each year from 1934 to 1949. While there 
continued to be some capital inflows, these were 
more than offset by outflows of capital in various 
forms. AS a result of this period of capital outflows, 
Canada reduced certain types of liability abroad and 


increased Canadian owned assets abroad, most 
notably through loans to other governments, There 
continued at the same time to be some growth in 
certain kinds of foreign investments in Canada, 
particularly in direct investments by United States 
companies in Canadian industry. Much of this latter 
investment was through reinvested earnings, but 
fresh capital was also transferred as well. It was 
only in 1950 and 1951 that there were again net in- 
flows of capital into Canada. These were not large, 
however, in relation to the level of total invest- 
ment in the country. Substantial parts of the capital 
inflows in 1950 and 1951 were into the petroleum 
and mineral industries. Inflows of non-resident cap- 
ital were a particularly important source of financing 
of these developments of resources. But the capital 
inflows even in 1950 and 1951 were still only a 
relatively small source of all the capital being in- 
vested in Canada in those years. The net contribu- 
tion by non-residents and foreign controlled com- 
panies to the savings used for all types of 
investment in Canada was only about 1/7th in these 
two years. 


STATEMENT 16, Percentage of Non-Resident Ownership of Canadian Industry, End of 1939 and 1950 


Type of Industry 


Resident Ownership 


Percentage Made Up of 


United States 
Ownership 


Total Non- 


1939 1950 1939 1950 


Mant AChuninoamesncs rere te cece estes 


Mining, smelting, and petroleum exploration and 
ORES YON OY OVE eases ete acs ee ee 


SECOMIBLAT WAV GMette tr te et, ee ee, ee 
OUDOTRUGHIL LE Steere cel se ns cores os ok ven sussaoteetlacoiseite. 
ICSE TC DISH EE SSB oo ee oe Ey Oe Oe ee pee 


Total of above industries....................0.ccccceccecseeeeeeee 


%o 


1, Including investments in exploration and development of petroleum by companies engaged principally in refining 


and production of petroleum products. 

The accumulated value of all foreign capital 
which has been invested in Canada continues to 
represent a smaller ratio of total capital invested in 
the country than was the case at the beginning of 
World War Il. Foreign ownership of Canadian bus- 
inesses amounted to approximately 31% in 1950 
compared with some 38% in 1939 as shown in State- 
ment 16. Non-resident holdings of Canadian bonds 
of all types amounted to only about 15.2% of the 
total funded debt of all Canadian govemments and 
corporations in 1952, whereas in 1939 the non-resi- 
dent holdings were over one-third of the smaller 
total of Canadian bonds which were then outstand- 
ing. The distribution of ownership of Canadian 
funded debt is shown in Statement 17. 


The above ratios provide some indication of the 
nature of the changes in the relative place occupied 
by foreign capital in Canada. Two major groups of 
investments are covered in the comparison, but it 
Should be noted that they overlap to some extent, 
since investments in bonds of corporations and in 
some government owned utilities are included in 


both. As there are no definitive statistics on the 
national wealth of Canada it is not possible to show 
what percentage of the national wealth is owned by 
non-residents. There are formidable problems of 
valuing many kinds of assets, particularly in a 
period of widely changing values. In the comparison 
which has been made above of the ownership of 
Canadian business use has been made of consol- 
idated balance sheet values where these are avail- 
able from taxation statistics collected by the 
Department of National Revenue. These balance 
sheet data have been supplemented by other in- 
formation to cover non-corporate investments in 
merchandising and manufacturing and non-taxable 
investments in utilities and other fields. It will be 
noted that all investments in agriculture and in 
residential real estate and personal property have 
been excluded from the comparison. These are fields 
in which Canadian capital is the principal source. 
Consequently, it is apparent that the ratio of foreign 
ownership to the national wealth would be appre- 
ciably lower than is the case in thefield of business 
which has been compared above. 
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STATEMENT 17. Estimated Distribution of Ownership of Funded Debt of Canadian 
Governments and Corporations, End of 1952 


(Millions of dollars) 


Items 


Dominions — direct and indirect excluding railways ..... 
Provincials —direct and indirect excluding railways .... 
MUMIGT DAIS: cc .occcyecssecB sce cecesve Cea es cate oneness cteees eee aiaeemen esas 


TOvAMGOVEEIUMNEMt SONG Sirestctnscoeutesseaee detect aera cee eee eee 
Pereent Distr butionens.<. eet ee ee eee 


SCAM TALIWAYS ok. coe ccccesetwateoteeneeeen secon ees ieee naan aoa 
Other Corporabions: LA cccesse exces eeeeeeeecreae eee es 


Totaly Bonds and Debenturesmscrcee-srerteeere tere eee 
Percent Distribution sneeeceses eo eee ee ee ee eee 


The percentage which non-resident ownership 
occupies varies widely in different industries and 
kinds of buSiness. The percentage is comparatively 
high in some branches of manufacturing like non- 
ferrous metals, the automobile industry, and petrol- 
eum refining and development. In other fields of 
manufacturing the percentage is comparatively low, 
as in textiles and primary iron and steel. In other 
industries like newsprint and wood products 
non-resident capital plays a very important part, but 
more than half the ownership is Canadian. This is 
also the case in the ownership of railways, but 
Canadian capital is much the largest source of 
investments in hydro-electric power and other 
utilities. In merchandising, non-resident ownership 
is comparably minor, although there are some impor- 
tant units which are non-resident controlled. 


A special study of the international ownership of 
the petroleum industry in Canada shows that in 1951 
Canadian ownership amounted to $578 million or 
47% of the total investment of $1,225 million. This 
compares with 58%in 1945 when the totalinvestment 
was $296 million. United States ownership in 1951 
accounted for $636 million or 52% of the total in- 
vestment. Further details on this subject appear in 
D.B.S. Reference Paper No. 37-International Dis- 
tribution of Ownership of the Petroleum Industry in 
Canada. 


United States Direct Investments in Canada 


An important aspect of non-resident investments . 


in Canada is the extent to which these are in the 
form of branches and subsidiary companies which 
are controlled in the United States. The possibility 
of contro] increases the significance of this group 
of investments which are called direct investments. 
An analysis of United States direct investments in 
Canada is shown in Table XIV. 


Amounts 
Outstanding 


Distribution of Ownership 


: Other 
Canada ee Foreign 

8 Countries 
IB el 747 68 53 
2, 104 782 38 2 
1,091 307 36 2 
17, 046 1, 836 142 ay 
89. 34 9.62 0. 74 0. 30 
478 308 309 32 
2, 190 105 129 26 
19, 714 2, 849 980 PES 
84.77 1225) 2.49 0.49 


Included in the group are branches, subsidiaries 
and controlled companies in which 50% or more of 
the capital stock is owned in the United States. In 
a few cases public companies have been included 
because of their close affiliation with a United 
States company even though only a minority of the 
capital stock may be held by that company. In the 
most typical cases, the Canadian companies are 
wholly owned subsidiaries of United States com- 
panies in similar lines of business and allied 
operations are carried on in Canada through these 
subsidiaries. This has been the means by which 
much of the industrial development of Canada has 
progressed. Industrial techniques, ‘*know-how’’, and 
managements skills have been introduced into Ca- 
nada through these branch and subsidiary compa- 
nies. Close connections with the business life of 
the United States have resulted. The extent to which 
non-resident control over management of the Cana- 
dian branch, or subsidiary exists varies of course, 
with the companies concerned. But there are many 
instances where close control is exercised. The 
classification of United States controlled compa- 
nies as shown in the tables of this report refers to 
potential control, rather than to control which is 
necessarily exercised. 


The largest part of United States direct invest- 
ments amounting to 59% is in the manufacturing 
industries. The investment in these has accounted 
for most of the growth in the post-war years, together 
with the rise in Mining and Smelting. The growth in 
United States controlled investments in manufac- 
turing has been distributed throughout most indus- 
tries. A large part of the total increase was in 
industries in which the amount of United States 
capital is substantial such as wood and paper 
products, iron and products and norferrous metals, 
in addition to the rise in the non-metallic minerals 
group due to the growth in the petroleum industry. 
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The increase in the latter industry which has been 
included in manufacturing is $274 million for the 
six year period ending in 1951. If the investments 
of companies engaged in petroleum refining are 
excluded the increase in the remaining manufac- 
turing industries has been $739 million, or 62% of 
the investments at the end of 1945. Of this increase 
$145 million was in wood and wood products, $180 
million in iron and products (excluding investments 
in iron ore development which are included in 
Mining and Smelting), $159 million in non-ferrous 
metal industries, and $101 million in chemicals and 
allied products. 


The development of the petroleum industry has 
accounted for $448 million of the increase of $1,618 
million in United States direct investments during 
the same six year period. The major parts of this 
industry are included in the Non-Metallic Mineral 
group of Manufacturing and in Mining and Smelting, 
the increases being $274 million and $160 million 
respectively. All investments in petroleum by com- 
panies engaged in refining petroleum are included in 
the former group, while companies engaged solely in 
exploration and development are included in the 
latter. There are also some parts of the investments 
in petroleum in the Merchandising group, and in 
transportation which is part of Public Utilities, but 
these are comparatively small. 


The growth in United States direct investments 
in Canada over the post-war period has been finan- 
ced by inflows of new capital and by reinvestments 
of earnings in approximately equal amounts. The 
reinvested earnings were a proportionately larger 
contributor in the earlier years thanin 1950 and 1952 
when inflows of new capital rose to new heights 
with the large non-resident financing of resource 
developments in those years. In the seven year peri- 
od to 1952 inflows of new capital have contributed 
some $1,215 million to the increase in investment, 
and profits which have been retained in Canada con- 
tributed bver $1,000 million as may be seen from 
Statement 6, Offsetting part of the inflows were 
liquidations of some investments and withdrawals 
of capital amounting to $198 million. Accounting 
changes affecting the book value and differences 
arising from classifications make up the remainder 
of the net increase in book value of United States 
direct investment of $2,236 million during the peri- 
od. Inflows for petroleum exploration, development 
and refining made up $458 million of the inflow of 
$1,215 million of new capital. The capital inflowinto 
mining was $174 million and into transportation and 
finance $78 million and $43 million respectively. 
Most of the remaining $462 million was into manu- 
facturing with $95 million of this being invested in 
pulp and paper. 


The placé occupied by United States controlled 
companies in Canadian industry varies in different 


industries. In some like automobile manufacturing 


electrical apparatus, and petroleum refining, a large 
proportion of the industry is controlled in the United 
States. But in other industries, Canadian controlled 


companies make up the largest part of the group, as 
is the case in cotton textiles, sugar refining and 
most of the vegetable products industries, primary 
iron and steel, and dairy products. Using control in 
the broadest potential sense the total investment of 
the United States controlled companies in the manu- 
facturing industries of Canada amounted to 35% in 
1950. The corresponding percentages were 46% in 
mining, 12% in railways and public utilities, and 
well under 10% in merchandising. Dnited States con- 
trolled companies accounted for 23% of the whole 
field of Canadian industries and trade covered by 
the above groups of activity. These percentages 
include the value of Canadian and other minority 
investments in these companies as well as the 
United States owned portion. The value and percent- 
ages of the investment in these companies which 
was owned in the United States was less therefore. 
This United States owned portion of direct invest- 
ments was about 17% of the total capital invested 
in Canadian industry and commerce, mines, railways 
and public utilities and 28% of the capital in the 
manufacturing industries. 


An analysis has been made of the relative posi- 
tion which the larger United States controlled 
manufacturing companies occupied in the field of 
Canadian manufacturing in the year 1946. This 
showed the great variations in the relative import- 
ance of this group of companies in different manu- 
facturing industries. In most instances these select- 
ed larger companies represented a larger ratio of 
investment than they did of either employment, 
salaries and wages, or production. The analysis 
also showed a concentration of the larger United 
States controlled companies to be located in Ontario 
and Quebec, with the greatest concentrations in 
Montreal and Toronto. Details and comments on this 
investigation are presented in the two Bureau pub- 
lications ‘‘Canada’s International Investment Posi- 
tion, Selected Years 1926 to 1949’’ and ‘‘United 
States Direct Investments in Canada --Statistics of 
investments in all companies and operations of the 
larger manufacturing companies.”’ 


The number of Canadian business concerns 
controlled in the United States has increased sub- 
stantially in the six year period. The total has 
grown from 1,985 in 1945 to 2,568 in 1950 and 2,821 
in 1951. The number in manufacturing has risen from 
992 in 1945 to 1,229 in 1950 and 1,289 in 1951. 
Further detail&S on types of business are shown in 
Table XV. These numbers of concerns controlled in 
the United States are smal] in relation to the number 
of all Canadian business concerns. There were over 
49,575 taxable companies in Canada in 1950 and in 
addition a larger number of unincorporated business 
firms. 


Portfolio Investments in Canadian Securities by 
United States Investors. 
Portfolio holdings of Canadian securities in the 


United States have increased by more than one 
quarter during the post-war years under review. This 
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STATEMENT 18. Long-Term Investments in Canada Owned by Residents of the United States 
Selected Year Ends 


(Millions of dollars) 


DINE INVESCMEML ccceces-coecos ee tases cates es ese eeer tee re octets 
Government and. municipal DONGS accsscs-<--2--sccesseeee-e- 
OLhersporblollOiNVieStMCNUS s -cccse erent rere senenecereceeesatn eee 
Miscellaneous aSSets: 2..s.c.c:-s5-cececes sec one seesee et doe seaeereca 


Total book: VAlU@ies. cc er eon ee ee eee 


1, Provisional estimate subject to revision. 


group of investments in public issues of Canadian 
securities in 1952, however, was less in value than 
direct investments by the United States, although 
in 1945 it had occupied first place. The principal 
groups of United States investments in Canada are 
shown in Statement 18. Portfolio investments com- 
prise the items ‘‘Government and municipal bonds’’ 
and ‘‘Other portfolio investments’’, which appear 
in this statement. 


Portfolio investments are generally made up 
of scattered minority holdings of securities, and 
consequently do not give rise to control of Cana- 
dian industry. Capital movements connected with 
portfolio securities usually have more immediate 
effect upon capital markets in Canada than those 
connected with direct investments. Many of the 
capital movements in the post-war period are not 
directly related to development in Canada, although 
other forms of portfolio investment like new issues 
of securities abroad represent the employment of 
non-resident sources of finance in Canadian devel- 
opment. 


A great variety of motivating factors affect port- 
folio investment and disinvestment. Much of the 
investment is long-term, but some is short-term 
subject to speculative or other volatile consider- 
ations. The largest part of the United States port- 
folio investments in Canada are holdings of bonds 
of Canadian governments and corporations, Large 
groups of these have customarily been made up of 
issues originally offered in the United States being 
payable in United States dollars, or with an option 
of payment in.that currency. This kind of investment 
is for the most part long-term and even if disposed 
of by the original investors usually continues to be 
held by non-residents. But during the post-war 
period there have also been large United States in- 
vestments in Canadian domestic bond issues, part- 
icularly issues of the Government of Canada. Some 
of this type of investment has been speculative and 
has since been liquidated. Considerations of 
changing exchange rates as well as interest rates 
are factors in investment of this kind. Holdings of 
the stock of Canadian companies are also large and 
have fluctuated with the ebb and flow of the inter- 
national trade in securities, being subject to a 
particularly wide range of motivating factors. 


1,836 
1,424 
200 


The increase in portfolio holdings of Canadian 
securities in the United States which has occurred 
during the post-war period has been due to three 
prominent types of capital inflow. There have been 
large purchases of domestic issues of the Goverm- 
ment of Canada, new issues of foreign pay issues 
of Canadian governments and corporations sold in 
the United States, and a general increase in the 
book value of Canadian stocks held by portfolio 
investors which has continued throughout the 
period. 


‘Holdings in the United States of domestic bonds 
payable solely in Canadian dollars amounted to an 
estimated $725 million at the end of 1951, a con- 
siderable decline from the holdings of $840 million 
at the end of 1950. Holdings at the end of 1945 
amounted to some $510 million. These had been 
increasing rapidly during the previous year. Hold- 
ings continued to rise sharply in the first half of 
1946 before the restoration of the Canadian dollar 
to par in July of that year. Besides investments in 
Government of Canada issues there were large in- 
creases in holdings of Canadian corporation issues, 
particularly public utilities. The other sharp rise in 
domestic issues occurred in the second half of 1950 
and continued on in the early months of 1951. The 
early months of this period of inflow marked the 
period of heavy speculative inflows into Canadian 
dollar forms of assets which reached a peak in 
September 1950 before the abandonment of a fixed 
official rate of exchange at the beginning of 
October. A large liquidation of this group of invest- 
ments started, however, in the closing months of 1951 
and continued in 1952. In addition there were some 
reductions in holdings of domestic bonds due to 
retirements in both years, 


The other important group of inflows of capital 
into Canadian bonds arose from the sale of new 
issues in the United States by Canadian govern- 
ments and corporations. These became a large 
source of inflow from 1950 to 1952 with the rise in 
interest rates in Canada and the generally tight 
credit conditions. But retirements of Canadian bonds 
owned abroad slightly exceeded new issues in the 
post-war period, and there were net retirements even 
in 1950 when new issues had rapidly increased. The 
only years in which new issues exceeded retire- 
ments were 1948, 1951 and 1952. Sales of new 
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issues in the United States by Canadian provinces 
and municipalities were particularly large in 1950, 
1951 and 1952 and in 1948 the sale ofa large Gov- 
ernment of Canada issue in the United States was 
the reason for the net new issues, In the seven year 
period there were net new issues of provincials and 
municipals of $204 million and $92 million respect- 
ively, while the Government of Canada and corpora- 
tions reduced indebtedness payable in United States 
dollars by $129 million and $77 million respectively. 
But in the early part of the post-war period and 
again in 1950 there have been the large United 
States investments in Canadian domestic bond iss- 
ues already noted. As these were concentrated in 
issues of the Govemment of Canada, there has been 
a very great increase in holdings of Government of 
Canada bonds since the end of the recent war. But 
the liquidations which started late in 1951 and 
continued in 1952 have since reduced the holdings 
from their peak early in 1951. 


The increase in the book value of United States 
holdings of public issues of Canadian stock has 
been due to rising book values and to increases in 
holdings in some parts of the period. The book 
value of the holdings has increased from $462 mil- 
lion at the end of 1945 to $635 million at the end of 
1950, and $724 million at the end of 1951.A general 
increase has occurred in book value of most public 
issues of stock due to reinvested earnings. This 
has continued throughout the period, but it has been 
only in certain periods that the movement of capital 
has been into stocks. In other periods, there have 
been outward movements as repurchases by Cana- 
dians exceeded sales. 


Most of the increased value of holdings has been 
in the stock of manufacturing and mining companies 
which have both almost doubled in the six years. 
Holdings of railway issues have increased more 
moderately but continue to be a large part of the 
total. 


At the end of 1951 investments of United States 
Jife insurance companies in Canadian securities, 
apart from their business in Canada, were provision- 
ally estimated at $1,125 million as shown in State- 
ment 19. This is an increase of $400 million since 
the end of 1945. 


STATEMENT 19. Estimated Portfolio Holdings 
of Canadian Bonds by United States Residents, 
December 31, 1951 
(Millions of dollars) 


Holdings by 


All U.S. U.S. life 
residents companies 


Government of Canada ............ 525 
ROVATICTGI™ cee titi octet csieetitscceees 185 
Mine Ral 20 AAR ed 105 

310 


Connor abeirnieees ox tescsssnsieney 


Total holdings...................... 


At some times transactions of United States life 
Insurance companies have played a dominant role in 
Canadian security markets. Of the net reduction in 
19510f $122 million in Government of Canada issues 
held by United States residents some 710% reflected 
transactions of these companies. 


Investments of Capital in Canada Owned in British 
and Overseas Countries 


Investments by non-residents in Canada owned 
in the United Kingdom are still a large portion of 
the total, 18% in 1952, but the total British capital 
of some $1,800 million in 1952 has not changed 
Significantly during the post-war period, comparing 
with $1,750 million in 1945 as shown in Statement 
20. In 1939, before wartime repatriations British 
investments amounted to 36% of total non-resident 
investments in Canada. In the post-war period there 
has been a considerable change in the composition 
of the investments. Direct investments have been 
increasing while portfolio investments have de- 
clined. 


British direct investments in branches, subsidi- 
aries and controlled companies have risen from $348 
million in 1945 to $490 million in 1951, with a fur- 
ther gain in 1952. The largest increases have been 
in the fields of manufacturing in which British direct 
investments have risen from $156 million to $300 
million in 1951, and merchandising which have 
grown from $52 million to $98 million in the same 
six years. At the end of 1951 there were 641 con- 
cerns in Canada controlled in the United Kingdom. 
Of this total 200 were engaged in manufacturing, 236 
in merchandising, and 145 were in the financial 
field. 


British portfolio investments in Canadian secu- 
rities have been declining as there are controls on 
capital movements from the United Kingdom to Can- 
ada. In the case of holdings of stocks the greatest 
declines have been in holdings of railway stocks 
but portfolio holdings of other groups of securities 
have also generally declined. The book value of 
investment in stocks conceals some of the reduction 
in holdings as there has been a tendency for the 
book value of public companies to rise generally in 
the post-war period through reinvested earnings. In 
1951 the book value of portfolio holdings of stocks 
was $601 million, with $392 million in rai] way stocks 
and most of the remaining $209 million in stocks of 
manufacturing companies, financial concerns and 
public utilities. In 1945 the corresponding portfolio 
holdings were $689 million, of which $487 million 
was in railway stocks and $202 million in other pub- 
lic issues of stocks or about the same amount as 


in 1945. 


Holdings of Canadian bonds in the United King- 
dom in1952 were slightly more than in 1945 because 
of the inclusion of Newfoundland bonds since 1949. 
But apart from this there have been declines in 
other holdings through retirement and _ continued 
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STATEMENT 20. Long-Term Investments in Canada Owned by Residents of the United Kingdom, 
Selected Year Ends 


(Millions of dollars) 


PINGCEHNVESUNIOIES co cscis seer vencceocutenonsancoes oem eornccanere eoneee 
Government and Municipal bonds 
Other portfolio ANVESUMeENUS = ...ccsscese ace seweee on oece seers tees 
Miscellaneous assets............. oO pea Neo eae: Maye ae 


146 
1, 069 
65 


N.B. The inclusion of investments in Newfoundland in 1949 added considerable amounts to the totals of direct 


investments and government and municipal bonds, 


liquidations. An analysis of holdings of all Cana- 
dian bonds in the United Kingdom is given in 
Statement 17. 


Investments in Canada owned in other overseas 
countries have never been a substantial part of the 
total. In 1951 the total shown in tables appearing 
in this report was $416 million compared with $352 
million in 1945. A further increase occurred in 1952. 
It should be pointed out, however, that some invest- 


ments shown as held in the United Kingdom and 
the United States are beneficially owned in over- 
seas countries. There was not much change in the 
total of overseas capital invested in Canada in the 
post-war period until 1951 when there was a sub- 
stantial inflow of capital to Canada from Europe, 
The increase in the total invested was from $358 
million in 1950 to $416 million in 1951. The in- 
crease which occurred in 1952 was at a reduced 
rate from the previous year. 


STATEMENT 21. Long-Term Investments in Canada Owned by Residents of Countries 
Other than the United Kingdom and the United States, Selected Year Ends 


(Millions of dollars) 


DIFECEANVESEMENUSac ces eceeseeceoe ees ca tee ee eee eee 
Government and Muniempalbondsiaeserecsststere cee eee 
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N.B. The above figures exclude some investments held by nominees in the United Kingdom and the United States 


for residents of other countries, 


Direct investments owned in other countries 
have risen from $61 million in 1945 to $106 million 
in 1951. Holdings of government and municipal 
bonds were only slightly higher as some accumula- 
tions in these during the war were withdrawn sub- 
sequently. Other portfolio holdings have risen from 
$167 million in 1945 to $183 million in 1951, an 
increase mainly arising from stocks acquired in 
1951. 


CANADIAN INVESTMENTS AND ASSETS ABROAD 


Loans and Advances by the Canadian Government 
to Other Countries 


Canada’s largest group of assets abroad at the 
end of 1952 were the balances outstanding on loans 
and advances by the Government of Canada to 


foreign governments. These included balances of 
$199.9 million and $1,156.7 million respectively on 
the 1942 interest free loan of $700 million, and the 
1946 post-war loan of $1,250 million to the United 
Kingdom. There was $461.9 million outstanding on 
the programme of $594.5 million post-war loans to 
other governments authorized under the Export 
Credits Insurance Act, and miscellaneous credits 
totalled $51.7 million. 


Of the total of $1,870.2 million outstanding at 
the end of 1952 only $230.8 million represented 
loans made prior to the end of the War on which the 
balance outstanding at the end of 1944 was $666.2 
million. The amount outstanding was at a peak of 
$2,000 million in 1949, repayments having reduced 
the total since then, The rapid growth in loans in 
the earlier post-war years is Shown in Table II. 
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STATEMENT 22. Loans and Advances by the 
Government of Canada to Foreign Governments, 
Outstanding at December 31, 1952 


(Millions of dollars) 


Loans to the United Kingdom: 


NG OAD OL LOE Drie Prete ee ec eeeeeee rea eseoceecnes 199.9 
NG OATINO LT LOMO eerces tcc cee cence sacks onset oeccssetes ilo Ged 
Export Credit Loans: 
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(CUTE ocscodcec Sod ePIC REED REE Tr ee 49,4 
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1, Includes loans toGreece and Roumania, advances 
to the U.S.S.R., funded interest on advances to France, 
and military relief settlement by France and Netherlands. 


Taking into account official holdings of gold 
and foreign exchange, about two-thirds of gross 
Canadian assets abroad at the end of 1951 were 
held by the Government of Canada. The official 
holdings of gold and United States dollars are shown 
in Table XVI. 


The above loans and advances by the Canadian 
Government are, of course, apart from the outright 
contributions which the Canadian Government has 


made to overseas countries both during and after 
the recent War. Being outright contributions, the 
latter type of economic aid did not give rise to any 
future financial liabilities to Canada. During the 
War, Canadian Mutual Aid to allied governments 
amounted to over $3 billion. There were also con- 
tributions to international agencies like U.N.R.R.A. 
and Post U.N.R.R.A. and more recently prominent 
among Canadian contributions have been those under 
the Colombo Plan and Canadian Mutual Aid to the 
North Atlantic Treaty countries. 


A Summary of war and post-war aid extended by 
Canada in the form of grants and loans appears in 
Statement 23. These totals are based upon the 
material included in the appropriate categories of 
the balance of payments, but they cannot represent 
a final measure of Canadian aid. Aside from private 
contributions and from some official transactions 
not recorded in the balance of payments for con- 
ceptual reasons, it might be claimed that other 
elements such as the interest cost of some financ- 
ing and the value of some special contract prices 
should be taken into account. But against these 
items, and equally immeasurable, were intangible 
receipts by Canada of international security and of 
assured export markets in the early post-war years. 


Canadian Direct Investments Abroad 


The value of Canadian direct investments abroad 
has increased from $720 million at the end of 1945 
to $1,160 million at the end of 1951, or arise of 61 
per cent. The increase in direct investments in the 


STATEMENT 23. War and Post-war Aid Extended by Canada 1939-1952 
(Thousands of millions of dollars) 


Post-war 


Net of 
Repayments 


Gross Aid 
Extended 


Net of 
Repayments 


Gross Aid 
Extended 


Grants: 
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Post-war interim advances to sterling area countries covered 
in 1946 settlement of war claims, less settlement ............ 
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Loans and similar balance of payments aid: 


ccc ccccccccccccccevecccecccesccesecssosesecersess 


eeecrevccnccccnscccccevessvocecocescsesscssenecsecossorssesssovesee 


eee c cer ecerececccesscsesrorconessssseeseresee 
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= 0.2 
= 0.4 
cease 0.1 0.2 
Sepaeed 3.3 0.8 


Note. Because of rounding totals may not represent sums of components. 
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United States was even more than this, and the rate 
of increase much greater, aS a smal] decline occur- 
red in investments in Latin America as the result 
of the sale by a petroleum company located in 
Canada of its interests there. The value of invest- 
ments in the United States almost doubled in the 
six year period, rising from $455 million in 1945 to 
$906 million at the end of 1951. The main source 
of the funds invested has been the earnings of the 
branches and subsidiaries abroad. Large amounts 
of these have been retained abroad, providing the 
principal reason for the increase. In addition, there 
were some transfers of capital from Canada, but 
during most of the period covered these were sub- 
ject to approval under exchange control. 


Most of the increase in investments in the United 
States has been in industrial and commercial con- 
cerns and in railways and utilities. Canadian direct 
investments in industrial and commercial concerms 
in the United States have risen from $214 million 
in 1945 to $533 million in 1951. Substantial parts 
of this increase occurred in the distilling industries 
and in the agricultural implements industry. In 
addition there were many increases distributed over 
a wide range of industries, with many new under- 
takings being established. In the same _ period 
investments in mining and petroleum rose from $25 
million to $71 million. There was also a consider- 
able increase in investments in railways and util- 
ities. This last-named group remains the second 
largest in terms of capital invested, due principally 
to the holdings of Canada’s railways. 


Investments in the countries of the British 
Commonwealth increased at a proportionately high 
rate, but the total amount of Canadian capital in- 
vested in business undertakings in these countries 
continued to be a comparatively small part of total 
investments amounting to 14 per cent in 1951. In- 
vestments in the United Kingdom rose by more than 
a third, but the total invested in that country at the 
end of 1951 was still only $74 million compared with 
$54 million at the end of 1945. In other Common- 
wealth countries total direct investments amounted 
to $88 million, a figure which is appreciably higher 
than in 1945. Virtually all of the direct investments 
in the United Kingdom were in the industrial and 
commercial] field. This was also the principal field 
of investments in the rest of the Commonwealth, but 
there were also investments in utilities and in 
mining and petroleum properties in that group of 
countries. Total investments in the rest of the 
Commonwealth were $88 million in 1951 compared 
with $46 million in 1945, if investments in New- 
foundland, which are included in the table for years 
prior to 1949 are excluded. After making allowance 
for this adjustment, the principal change during the 
period was in industrial and commercial establish- 
ments, which rose in value from $31 million to $61 
million. On the same basis, investments in mining 
and petroleum in the Commonwealth also rose from 
$10 million to $20 million. 


Investments in all other countries amounted to 
$92 million at the end of 1951. These were less 


concentrated in the industrial and commercial field 
than is the case in other countries. The total was 
less than in 1945, because of the liquidation of in- 
vestments in the petroleum industry in Latin Amer- 
ica with the sale by Imperial Oil Limited in 1948 of 
its interest in International Petroleum Limited. 
Investments were moderately higher in 1951 than in 
1945 in utilities and the industrial group, and con- 
siderably higher in mining, taken by itself apart 
from petroleum. 


The rate of increase in the six post-war years of 
61 per cent in al] countries is greater than the in- 
crease which occurred in the nine year period 
between 1930 and 1939, when it was 51 per cent, 
The rate of growth during the wartime period, was of 
course, comparatively small. The rate of increase in 
the value of Canadian direct investments abroad of 
25 per cent in the two years 1950 and 1951 was 
comparable to the percentage rise which has occur- 
red in the value of United States direct investments 
in Canada. 


The foregoing description, confined mainly to 
the period from 1946 to 1951, may be further 
amplified by a consideration of the last two years 
thereof. The relative amounts invested in the various 
types of industry abroad were broadly comparable 
in 1949 and 1951. About 1 per cent more of the over- 
all investment was in industrial and commercial 
concerns in the latter year, and about the same per 
cent less in utilities. Otherwise the percentage 
distribution was very Similar. This conclusion does 
not apply to the ratio of increase exhibited by the 
various industrial groups, however. Thus the mining 
and petroleum group increased at a greater rate in 
the two years than either of the much larger indus- 
trial and commercial, and utilities groups. In the 
case of the utilities, a considerable part of the 
change was a result of the extension of oil pipe 
lines into the United States. In the petroleum indus- 
try it was to some extent a result of new companies 
coming into the field of foreign investment, acquir- 
ing oil lands in the United States as a means of 
diversifying their holdings, as well as the increased 
activities by companies already established there. 
In the commercial and industrial category, which 
contains over half the total investment, the gain 
over 1949 was 28 per cent, as compared with 20 per 
cent in the case of utilities and 29 per cent in that 
of mining and petroleum. 


The increase in direct investments was greater 
in the two-year period since 1949 than in the four- 
year period immediately preceding, in the world 
as a whole, though this does not apply to Canadian 
investments in the United States. In the United 
Kingdom it was three times as great, in other Com- 
monwealth countries it was $12 million against $7 
million, while in other foreign countries a net gain 
replaced the net decline already referred to. 


In the United States, which accounts for 78 per 
cent of Canada’s direct investments abroad, the 
total Canadian-held dollar value increased between 
1949 and 1951 at approximately the same rate as in 
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the world as a whole. Of the gain in commercial and 
industrial concerns, the United States accounted 
for nearly 80 per cent; of the gain in mining and 
petroleum, over 50 per cent; and over 90 per cent of 
the gain in utilities, when pipelines are included. 


The parts of the world other than the United 
States and the United Kingdom may be divided on a 
continental basis, or, more simply, into other Com- 
monwealth and other foreign countries. Taking the 
second method first, it may be noted that whereas 
in 1949 a slightly greater dollar investment was 
held within the Commonwealth, by the end of 1951 
the balance had shifted. The gain was 16 per cent 
in the Commonwealth, 31 per cent in foreign coun- 
tries. Considering the data from a continental and 
regional standpoint, in both years nearly a third of 
Canada’s total direct investments, apart from the 
United States and Great Britain, was held in Latin 
America, while the smallest proportion was held in 
Asia, In the British colonies of the two Americas, 
investment from Canada stood still or receded 
slightly, on balance. Investments in Asia, Africa, 
Australasia and Europe all showed considerable 
advances, In all these regions, except Africa, the 
greatest gain in the two-year period in terms of 
dollars occurred in the industrial field-a trend not 
uniformly applying to percentage changes. 


The increased investment in the United States 
in the same two years has been accompanied by a 
larger proportionate increase in the number of parent 
companies than is the case in other parts of the 
world. Direct investments in that country rose by 
26 per cent in value, while the number of parent com- 
panies rose from 106 to 167, or over 57 per cent. The 
United Kingdom subsidiaries, on the other hand, 
with a similar percentage rise in dollar values, were 
held by only 4 per cent more parent companies. In 
other foreign countries, where there was a greater 
percentage dollar increase than in the United States, 
the proportionate gain in parent companies was 
nevertheless smaller. 


The direct investments abroad, which are des- 
cribed above, include investments by some Canadian 
companies in which there is a large non-resident 
gwnership. In statistics of foreign investments in 
Canada shown elsewhere in this report, the non- 
resident shareholders’ interests in the investments 
abroad of Canadian companies have been deducted. 
Consequently, the balance of international indebted- 
ness in a corporate form is affected by this method 
of presenting the statistics. In showing Canada’s 
balance of international indebtedness, the equity of 
non-residents in the assets abroad of Canadian com- 
panies is included in Canadian liabilities in order to 
offset the inclusion of this equity in the statistics 
of Canadian direct investments abroad. 


Canadian jlife insurance companies have an 
extensive business abroad involving substantial 
assets, but these historically have fallen short of 
liabilities abroad. This reflected the practice of 
maintaining a portion of the reserve funds applic- 
able to foreign business in Canadian assets includ- 
ing Canadian debtor securities payable optionally 


or solely in foreign currencies. As is indicated in 
Statement 24, on balance this shortfall has prac- 
tically disappeared. But a substantial imbalance 
remains when individual foreign currencies are con- 
Sidered. At the end of 1951 Canadian life insurance 
companies had, exclusive of optional-pay securities, 
net assets of $132 million in United States funds, 
but these were offset by net liabilities in sterling 
of $31 million and by liabilities in other foreign 
currencies. Details of gross assets abroad of Cana- 
dian life insurance companies will be found in 
Statement 25, 

STATEMENT 24. Canadian Life Insurance Compa- 


nies’ Assets and Liabilities Outside of Canada, 
Selected Year Ends 


(Millions of dollars) 


Net Assets 


STATEMENT 25.Assets of Canadian Life Insurance 
Companies Outside of Canada, End of 1951 


(Millions of dollars) 


Securities held in 


WinitedekKinedOmMy stitc.-ce ees eee 345 
©ther Britishycountries!.3--. ee 94 
UnitedsStates 7 ke 5 eae uel ete ee, eee eee 1, 030 
eatin A MeOniCa tc Siac cerere recat eee 2; 
OthersCOunwies) 2 eee eee 10 
Total Securities. ;..............:..0ccccccsosccaccsassossore 1,491 
Mortgage 0a NS\s <2 ech eee ree ce sae 142 
TROANS TONED OIC Se reccne arene 85 
Ge THSG (SEA Re apn 2S Sa SSRI sale ei rear Mees od Meee Pe aI 47 


ALINOtneirsiiccen cree eect eee eee eee 


Canadian chartered banks operate abroad through 
over one hundred branches, agencies, and subsid- 
iaries,]located in the United Kingdom, United States, 
France, Cuba, West Indies, and Central and South 
America. The gross assets of these branches 
amounted to over $1,000 million at the end of 1952,’ 


1. The statutory Return of the Chartered Banks of 
Canada for the end of 1952 indicated total bank assets 
in the form of gold and coin held outside Canada, foreign 
goverment and bank notes, balances due by foreign 
banks, foreign public securities, and call, short, and 
current loans abroad, aggregating $1,015 million. Not all 
these assets were foreign, e.g. loans abroad were in 
some cases made to Canadians; on the other hand some 
foreign assets may have been included in other cate- 
gories of the published return. Against these assets were 
deposits in Canada in foreign currencies of about $160 
million, and some deposits abroad were undoubtedly due 
to Canadians. The statutory return does not lend itself 
to precise international economic analysis, and special 
arrangements exist to arrive at the changes in banking 
capital abroad incorporated in the Canadian balance of 


payinents, 
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but these assets are held against liabilities to 
customers and to the head offices. During the war 
the net investment abroad of Canadian chartered 
banks both directly and in branches was reduced to 
necessary amounts of working capital.Since Septem- 
ber 30, 1950, when banks again began to act as 
principals in Canadian exchange markets, they have, 
from time to time, added comparatively moderate 
amounts to their working capital positions abroad 
or have held exchange temporarily to meet forward 
commitments. These international capital move- 
ments, which are included in ‘‘other capital move- 
ments’’ in the balance of payments, have some of 
the characteristics of changes in official holdings 
of gold and foreign exchange. The value of net 
chartered bank holdings of foreign exchange is, 
however, smal] in relation to the official reserves. 
Net holdings of the Bank of Canada are included in 
the official holdings. 


Canadian Portfolio Holdings of Foreign Securities 


Canadian holdings of foreign portfolio securities 
have not been as variable in the post-war period as 
has been the case in other groups of internationa] 
investments or in this group of investments in the 
inter-war years. The volume of holdings was reduced 
during the period but the book values were compara- 
tively well maintained. The value of all holdings 
was $609 million in 1951 compared with $621 million 
in 1945 as shown in Table XI. This followed a 
larger decline during World War II. Most of the de- 
cline has occurred in holdings of United States 
stocks and in British securities. As there was a 
rise in the value of other foreign stocks owned, the 
holdings of all foreign stocks were slightly higher 


in 1951 than in 1945 while the value of bonds held was 
reduced largely through retirements. Not included in 
these holdings are short-term Treasury issues which 
are more comparable to cash balances and other 
forms of short-term asset. 


The influence of controls on exports of capital 
from Canada upon portfolio holdings of foreign secu- 
rities has been discussed in Chapter 6 where 
statistics are shown indicating the volume of liquid- 
ations of United States securities. There has, how- 
ever, been a considerable turn-over in holdings as 
exchanges of securities were substantial in most 
years. 


The factor most responsible for maintaining the 
value of holdings has been the general growth in the 
book values of United States stocks through a reten- 
tion of earnings. A calculation of the book values 
of stocks which make up a large part of the holdings 
shows that these values have risen by some two- 
thirds since 1939 with most of this occurring in the 
post-war years. Partly as a result of this mainten- 
ance of the amount of capital invested, receipts of 
dividends from foreign securities have continued to 
be substantial. The capital invested in other foreign 
securities has continued to increase for the same 
reasons as well as from some growth in the number 
of securities held by Canadians. Investments in 
securities of some Canadian companies operating 
in South America represented a substantial amount 
of portfolio investments in ‘‘other foreign secu- 
rities’’. 


The portfolio investments exclude investments 
in other securities by Canadian insurance companies 
and banks which have been referred to above. 
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Chapter VIII 
NOTES ON MAJOR ITEMS AND STATISTICAL SOURCES 


The accompanying discussion will be clearer 
if the nature of the concepts used is kept in mind. 
The balance of payments measures all transactions 
between residents of Canada and residents of other 
countries within a given period of time. It can be 
most simply thought of as a statement showing 
the sources and uses of internationally acceptable 
money, or foreign exchange, classified by the types 
of transactions which occur. A country can acquire 
foreign exchange only by earning it through sales 
of goods and services to other countries, the receipt 
of donations from abroad including various uni- 
lateral transfers, the sale of foreign assets previ- 
ously acquired, and by borrowing from abroad. 
Similarly, a country can use foreign exchange to 
buy goods and services from other countries, to 
make donations to other countries, to purchase 
foreign assets, and to make loans abroad. 


The current account of the balance of payments 
is a term used to include receipts and payments 
in connection with transactions in goods and 
services, and donations, It is an income account, 
including therefore interest and dividend income 
received or paid in connection with investments. 
The remaining groups of transactions mentioned 
above, consisting of purchase and sale of assets 
and borrowing and lending, are of a capital nature 
and make up the capital account. Included in 
Canada’s foreign assets are the official holdings 
of gold and foreign currencies. 


When current income exceeds current expenses, 
the balance is referred to as a current account 
surplus. When the converse is true, we refer to 
a current account deficit. It should be evident 
that a country can use foreign exchange only to 
the extent to which it acquires it. A country which 
is earming less through the sale of gogds and 
services and the receipt of donations than it pays 
for goods, services, and donations must make up 
the difference by disposing of foreign assets 
previously acquired, or by borrowing abroad, on 
both. Conversely, a country which earns more 
through the sale of goods and services and the 
receipt of donations than it pays for these items 
must acquire foreign assets, or repay liabilities 
previously incurred abroad, or both. 
> ; 

The balance of payments should not be confused 
with the balance of trade or the balance on com- 
modity account, which is a narrower concept 
covering only the transactions in merchandise 
imports and exports. Nor should it be confused 
with a statement of a country’s international in- 
debtedness. This latter measures total creditor 
and debtor relations between countries at a given 
time. It is possible to think of the balance of 


payments as a statement of transactions during 
the year, while the balance of indebtedness is 
the balance sheet prevailing at the end of that 
year, The balance of indebtedness would thus 
cover past debtor or creditor transactions as well 
as those covered in the balance of payments for 
the year just concluded. The integral relationship 
of transactions and the balance sheet is clear in 
that the capital account transactions of the balance 
of payments are among those which affect a 
country’s indebtedness. A full reconciliation of 
the two concepts is, however, not readily achieved 
because of differences in valuation, timing, and 
coverage. An important difference is that retained 
earnings are included in the balance of indebtedness 
but not in the balance of payments. 


The Period 1946-1952 as a Whole 


Merchandise trade has formed the main element 
in the current account, with merchandise exports 
amounting to 73.2% of total current receipts and 
merchandise imports 68.0% of total current payments 
in the period 1946-1952 as a whole. The second 
largest items were freight and shipping on the 
receipts side, amounting to 7.4% of total receipts 
for the period, and payments of interest and divi- 
dends which amounted to 8.9% of total payments, 


Both the concentration of Canada’s international 
transactions, and the bilateral unbalance charac- 
teristic of them, are apparent in cumulated sta- 
tistics. For the period as a whole, the United 
States accounted for 52.1% of all merchandise 
exports and 55.6% of Canada’s total current 
receipts. Merchandise imports from the United 
States and total current payments to the United 
States were 71.3% and 72.5% respectively of the _ 
totals for all such transactions by Canada. Gold 
production available for export is included in total 
current receipts from the United States in the 
balance of payments. These figures conceal, of 
course, the variation of individual sectors of the 
current account. Apart from official contributions, 
Mutual Aid, and war services, the United States 
share in the total for various items in current 
receipts ranged from 94.9% for travel receipts to 
34.7% for inheritances and immigrants’ funds. On 
the payments side the United States share did 
not vary as much between the items, ranging from 
87.9% in the case of travel expenditures and 
83.4% for interest and dividend payments to 71.3% 
for merchandise imports. The United Kingdom 
accounted for 20.4% of Canadian exports and 
19.3% of total current receipts by Canada, On 
the payments side, the United Kingdom accounted 
for 10.0% of Canadian imports and 10.7% of total 
current payments by Canada in the period 1946 
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to 1952 as a whole. It should be noted that Mutual 
Aid to NATO countries is included above wherever 
total current receipts or payments are used. 


Current account transactions with all countries 
for the period as a whole led to a surplus of only 
$340 million. This was the result of two offsetting 
balances; there was a commodity account surplus 
of $1,837 million for the period, but this was 
largely offset by a deficit on other transactions 
of $1,303 million and official contributions of 
$194 million. Gold production available for export 
contributed $916 million to receipts, but the net 
for other transactions more than offset this. The 
largest contributors to the deficit on non-merchandise 
transactions were interest and dividends, and the 
category ‘‘all other current transactions’’ which 
consists mainly of business services connected 
with direct investments, merchandise trade, and 
other factors. The net payments of interest and 
dividends were $2,063 million, while net payments 
for the ‘‘all other current transactions’’ group 
were $751 million. 


The current account surplus of $340 million for 
the six year period was made up of a deficit of 
$4,939 million with the United States, offset by 
a surplus of $2,689 million with the United Kingdom 
and $2,590 million with other overseas countries. 
This triangular pattern for the current balance, 
involving a deficit with the United States and a 
surplus with overseas countries, has prevailed 
with only two exceptions since 1926. Table I 
indicates this pattern for 1946 to 1952. A large 
commodity trade surplus with each of the overseas 
areas or countries which are shown (except the 
‘‘All Other Countries’’ group) and a relatively 
small surplus on other transactions contrasts 
with large deficits for both merchandise and other 
transactions with the United States. As a general 
statement this is true not only for the period as 
a whole but for most years in the period for each 
of the areas or countries shown. 


Bilateral Accounts 


In practice bilateral accounts cannot be con- 
structed according to entirely consistent principles. 
More deviations from consistent principles are 
necessary than is the case with the global accounts 
since more expedients have to be resorted to in 
recording transactions by countries. The basic 
source material originates from a great variety of 
sources which necessitate following different 
principles in making geographical classifications. 
Even if it were possible to examine closely indi- 
vidual transactions with a view to allocating them 
by countries, it would still require arbitrary 
decisions in a great many instances to decide 
what bilateral account a transaction belonged 
to. In practice, of course, no such close examination 
is feasible. Data have to be compiled from a 
number of sources in different organizations and 
it is only some of the more irregular and special 
situations which can be given close attention. 
Fortunately, however, a great many transactions 


do fall clearly into well defined bilateral patterns 
which give no problem of classification. But there 
are sufficient of the irregular type to make any 
complete presentation of bilateral accounts full 
of complicating elements which cannot be resolved 
according to any nicely drawn up plan of classi- 
fication. 


The largest item in Canada’s accounts, merchan- 
dise trade, is compiled on the basis of the country 


.f of consignment. Information is not available making 


it possible to adjust these figures exactly according 
to the country of residence of the foreign partici- 
pant (normally country of purchase or sale). In 
most cases, of course, the country of consignment 
usually coincides with the country of purchase or 
sale, but invariably there are sufficient exceptions 
to disprove the rule. 


Methods used in breaking down the other items 
of the current account vary according to the sources 
employed. While in some cases the basis of classi- 
fication is fairly closely allied to country of 
purchase or sale this is not invariably the case. 


In constructing the capital account in the post- 
war years up to 1951 the analysis of foreign 
exchange transactions has been employed to a 
large extent. While this provides an accurate 
division according to currencies, in practice it 
has not always been possible to separate all the 
foreign principals of capital transactions according 
to country of residence. While some segregation 
of most transactions according to country is 
possible within the classification by foreign 
currencies, these bilateral subdivisions cannot 
be made complete because of the variety of capital 
transactions which are carried on through inter- 
mediaries, particularly in countries like the United 
States and the United Kingdom. Consequently in 
presenting some capital statistics bilaterally the 
currencies in which transactions have occurred 
have been a guide. Many capital movements, 
however, do relate reasonably closely to the 
countries to which they have been classified 
because of the character of the various exchange 
controls which have limited the ranges and di- 
rections of transactions which are permitted. 


Quarterly Statements 


The construction of quarterly statements of 
the balance of payments involves some statistical 
techniques which are different from those used in 
annual statements. But apart from this there are 
timing factors inherent in the use of information 
from a variety of sources in constructing statements 
covering short periods like three months. The 
results, too, are influenced by seasonal factors 
which show this directly in quarterly data. Likewise 
special administrative factors at times have major 
effects on quarterly figures which are less apparent 
in the annual totals. 


Timing problems arise from the fact that periods 
covered by statistical series originating in different 
sources do not all coincide. For example, statistics 
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of commodity trade are compiled on the basis of 
Customs months. In like manner, other sources may 
be influenced by administrative factors, while 
still other information conforms strictly to the 
calendar month. 


Yet, throughout the balance of payments, there 
are inter-relationships between different items. 
_ Many short-term movements of capital for instance, 
are closely related to commercial trade. Differences 
in the time of recording related transactions are 
inevitable in many series. The significance of 
these in quarterly statements is relatively greater 
than in annual statements. The reason for this is 
that the inevitable variations in timing and ‘‘floats’’ 
over the beginning and end of the period are pro- 
portionately more of the smaller quarterly totals 
than of the larger annual totals. This. situation 
contributes particularly to apparent ‘‘leads and 
lags’’ in payments for commercial trade and in 
other short-term movements of capital. Actual 
fluctuations in the latter from quarter to quarter 
are often large however, as has been described 
in Chapter 6. 


Likewise, the stage at which some involved 
transactions may be recorded is a more important 
consideration in short-run statements than in 
statements for a longer period. In many types of 
transactions there are a variety of different stages 
at which the recording process may occur, Vari- 
ations in timing can occur through situations of 
this kind which have more effects on quarterly 
than annual statements. 


Seasonal influences have pronounced effects 
on some items in the quarterly statements. Com- 
modity trade is of course subject to well known 
influences of this kind. The prices of exports and 
imports are not greatly affected by seasonal factors, 
but volume (and therefore value) are noticeably 
affected by seasonal factors. Based on the post-war 
pattern, somewhat over one-fifth of exports and 
imports move in the first quarter when transportation 
problems are most acute, and when the harvest 
season on this continent is distant. About one-. 
quarter of exports move in each of the second ‘and 
third quarters normally. In the case of imports a 
little more than this moves in the second quarter 
and somewhat less in the third. In the fourth 
quarter the movement of agricultural commodities 
is heavy; close to 28% of exports move in this 
period, and about one quarter of the year’s imports. 
Both the desire to move commodities like grains 
and cattle before the winter, and heavy stockpiling 
of bulky commodities before the winter freeze-up, 
are responsible for the heavy fourth quarter level 
of trade. 


The seasonal swing in exports is greater than 
that of imports, arid in particular there is a greater 
concentration of exports than of imports in the 
fourth quarter. There is a pronounced tendency 
for the trade balance to be less favourable in the 
first half of the year than in the last half, if only 
the seasonal factor is taken into account. 


; In spite of the smaller size of non-merchandise 
items compared to merchandise trade, the fluctu- 
ations in the balance on these items as a whole 
are often as large as or larger than those of the 
trade balance. The two items which show the 
largest fluctuations in the quarterly non-merchandise 
accounts are travel expenditures and dividend 
payments. The large quarterly changes in the 
balance on non-merchandise items are primarily 
due to the seasonal and administrative factors 
which have affected these two items. A very pro- 
nounced seasonal peak in travel receipts occurs 
in the third quarter, while for seasonal and adminis- 
trative reasons the peak of dividend payments has 
been normally in the second and fourth quarters. 
Well over one-half of United States expenditures 
on travel in Canada are in the third quarter of the 
year, compared with about one-third of Canadian 
travel expenditures. But dividend payments arenow 
more evenly distributed over the year than was the 
case formerly with fluctuating exchange rates and 
the absence of exchange contro] influences. 


Among administrative influences on _  non- 
commodity transactions have been changes in 
exchange restrictions on such items as dividend 
transfers, personal remittances, migrants’ funds 
and expenditures on pleasure travel by Canadians. 
Examples of other administrative influences on 
the balance of payments are decisions of corpo- 
rations, tax changes and credit conditions. 


In addition to the types of influence which 
have been referred to above, there remain the 
effects of general economic changes. These have 
of course, been dominating influences on the 
balance of payments in some periods. In the analy- 
sis of quarterly data therefore, there are the special 
problems of isolating seasonal, administrative and 
‘‘timing’’ influences from those which are due to 
more basic kinds of economic change. 


Merchandise Trade 


Because of the size of merchandise trade in the 
current account, and its susceptibility to changes 
in demand and price, fluctuations in trade have been 
the most important contributors to changes in the 
current account balance. When ‘trade is at high 
levels as it has been in the last decade, small 
relative changes in the price or volume of exports 
or imports can lead to large absolute changes in 
the trade balance. The exchange crisis of 1947 
was precipitated mainly by a deterioration of $383 
million in the trade surplus at a time when large 
parts of exports were financed by export credits. 
The improvement in 1948 in the current account 
was mainly due to trade, although other current 
items played an important part. Both the trade 
balance and other transactions played important 
parts in the appearance of a current deficit in 1950. 
The increase in this deficit in 1951, and the great 
improvement in the current balance in 1952, were 
mainly due to fluctuations in the trade surplus. 
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The rates of growth of exports and imports 
have been erratic, influenced as they are not only 
by the level of activity and supplies in Canada 
and in export markets, price changes and the degree 
of competition, but also by special factors such 
as the Emergency Exchange Conservation Act in 
1947, export controls in the early part of the 
period, the dollar problems of overseas markets, 
and the defense program after the middle of 1950. 
These and other forces determining the behaviour 
of trade are considered in some detail in chapters 
one to five above. 


Detailed statistics of merchandise trade, by 
commodities and countries, are prepared and 
published on a monthly basis by the External] 
Trade Section of the International Trade Division 
of the Bureau. Certain adjustments are necessary 
to these statistics when used for balance of 
payments purposes. The main adjustments are 
described below. 


The export values include both domestic 
exports and exports of foreign produce. Domestic 
exports include all Canadian products exported 
and also all exports of commodities of foreign 
origin which have been changed in form or increased 
in value by further processing in Canada. These 
exports are valued at the actual amount received 
or to be received by the exporter in Canadian 
dollars, exclusive of freight, insurance, handling 
and other charges. In effect, this method gives 
values f.o.b. original point of shipment of the 
goods for export. Exports of foreign produce 
include any goods previously ‘‘imported for con- 
sumption’’ which are exported from Canada in 
the same condition as when imported. 


One adjustment to the trade returns is the 
substitution for wheat exports of the clearances 
to overseas countries prepared by the Board of 
Grain Commissioners, and the import statistics 
of the United States Department of Commerce. 
At times much Canadian wheat is temporarily 
stored in United States elevators before shipment 
to overseas countries; the country of consignment 
is often not known when the export form is drawn 
up. By using the wheat clearance figures, which 
follow up the shipments from North American ports 
and classify them by countries of destination, and 
the United States import figures, a clearer picture 
of actual purchases of Canadian wheat is obtained 
and the timing is closer to that of the actual 
transaction. 


Because of the treatment of Newfoundland 
in the balance of payments Canadian trade with 
Newfoundland was deducted from the trade returns 
prior to Confederation in 1949. One item in the 
‘fall other adjustments’’ group in 1949 is a de- 
duction from exports for the amount by which 
recorded exports of ships exceeded receipts on 
the contracts for the ships in 1949. Most of these 
receipts had been credited in earlier years in the 
balance of payments when the funds were received 


as this came closer to measuring the international 
transactions involved in the production and sale 
of ships. 


Many unilateral transactions are removed from 
both import and export statistics which are not 
commercial transactions and in fact involve no 
currency transfers. Examples are settlers effects, 
articles to diplomats and bequests. Other items, 
such as tourist exports and imports, and advertising 
matter, are removed because they are better classi- 
fied in other sectors of the current account. Private 
donations and gifts are also deducted from exports 
in so far as they are recorded. But official contri- 
butions including Mutual Aid are included in current 
receipts and offset by debit entries as is described 


‘in notes which follow on those items. 


Imports include all goods which enter Canada 
and are cleared by the customs officials for do- 
mestic sale or use. The value as determined for 
duty purposes is the fair market value at which 
equivalent goods would be sold for home use in 
the country from which they are received, providing 
that this is not less than the cost of production 
at the time of shipment plus a fair profit. The 
values, therefore, are f.o.b. original point of 
shipment to Canada. In most cases the customs 
value corresponds with the invoice value. Where 
the commodities are overvalued for duty purposes, 
for example where dumping duty is applied, a 
deduction is made for the overvaluation in order 
to arrive at the commercial value for balance of 
payments purposes. The adjustment for rate spread 
was necessary because the import values included 
the commission of the Foreign Exchange Control 
Board on the selling rate of foreign currencies. 
This was an internal item and was accordingly 
deducted. 


Increases in goods in warehouses are normally 
the property of Canadian importers, but the goods 
are not reflected in unadjusted statistics of imports 
until withdrawn from the warehouses. For balance 
of payments purposes adjustments are made as the 
time at which the goods are entered into the 
warehouses is taken as being more indicative of 
the time of the international transaction than the 
time when the goods are withdrawn from the 
warehouses and included in the import totals. 
Another adjustment of varying importance has 
been the addition of unrecorded imports of ships. 
Certain types of vessels purchased by Canadian 
shipping companies are not entered through Canadian 
Customs, and are, therefore, not included in the 
normally recorded statistics of imports. 


Of particular importance in some periods are 
adjustments for the movements of commodities on 
government account. During the war much Canadian 
production was exported under bulk contracts on 
government account. Data on international payments 
through official channels for war supplies were 
substituted in the balance of payments for the 
value of goods exported. Thus in the years 1941 
to 1946 British payments through official channels 
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for war supplies and food, and payments by the 
United States Government for war supplies and 
metals exported under the Hyde Park Agreement, 
were substituted in merchandise trade for the 
value of the goods exported. Similarly, from 1943 
to 1946 the expenditures on account of various 
countries from Mutual Aid or other appropriations 
are reflected, rather than the commodities exported. 


During the war the Canadian Government 
purchased aircraft and military equipment in the 
United States for the Canadian Services; there 
were important differences between the time of 
importation and the time when payments were 
made on account. Data on payments by the Canadian 
Government to the United States Government on 
account of these purchases under the ‘‘Can-pay’’ 
procedure were substituted for the value of the 
commodities imported. 


Imports into Canada of aircraft, military 
equipment, and other war materials which were 
not on account of residents of Canada were de- 
ducted from the import statistics during the war. 
This included goods provided under United States 
Lend-Lease to the British and other governments 
for air training in Canada, and imports of com- 
ponents of equipment purchased by the British in 
the United States for use in production or air 
training in Canada. Likewise any imports of com- 
ponents provided by non-residents as free issue 
must be deducted from imports if these are not 
offset by capital imports. 


Abnormal movements of commodities on govern- 
ment account appeared again after 1950. Payments 
to the United States Government on defence 
purchases in the United States by the Canadian 
Government have been substituted for actual 
imports in the merchandise trade sector. Because 
of the arrangements for procurement of this kind 
there tended to be substantial prepayments in 
1951 in advance of the deliveries of the goods 
in subsequent years. On the export side, the 
payments by other governments for defence orders 
in Canada have not diverged so greatly from actual 
exports. The effect of this adjustment to imports 
in 1951 was to raise the current deficit, while in 


1952 it raised the current surplus. The effect, 
however, on total receipts and payments in 1951 
and 1952 is relatively small. 


There are various reasons for substituting 
payments through official channels for the actual 
movement of commodities. The adjustments are 
necessary to eliminate the timing differences 
between movements of goods and of payments and 
to avoid, therefore, the introduction of abnormal 
capital account entries. The proper values to be 
assigned to shipments of these types are often not 
known at the time of shipment; substitution of 
payments for the values shown in the trade returns 
is a better approximation to the actual values as 
finally determined. The payments figures also are 
the most practical way of recording purchases of 
equipment and commodities in the United States 
which are directly delivered to Canadian forces 
overseas and therefore never enter Canadian import 
statistics. Balance of payments practice includes 
purchases of this kind in the import item and the 
transactions are automatically recorded in this 
way by using payments data, 


The treatment is also more realistic from the 
point of view of government expenditures since 
it takes these into the current account in the period 
when they are incurred. The actual physical 
movement of military goods across the border is 
a less significant stage in the transactions than 
the payments, which have more meaning from the 
fiscal point of view. In the wartime period, par- 
ticularly, when relations between the balance of 
payments and government finance were very close, 
it was important that entries in the balance of 
payments for commodity movements on government 
account should coincide with their financial 
counterparts appearing elsewhere in the accounts. 


Exports of military equipment and other commo- 
dities to Canadian Armed Services abroad have not 
been included in recorded statistics of Canadian 
exports in recent years. Likewise, equipment and 
supplies returned to Canada by the Canadian Armed 
Services abroad are now excluded from imports. 
In earlier years before 1950 when these items 
were recorded they were deducted from the adjusted 
export and import statistics as shown in the 
balance of payments. 


STATEMENT 26. Adjustments to Commodity Trade 1949 
Trade with all countries in millions of dollars 


Domestic exports in trade returns 
Foreign produce exported 2.2... cceceessreeeee 


Adjustments: 
XDOrts to Newfoundland ............ccscce---.s00 
DCULRCESUCIECCUS Meier scesateeetecsercte<cnaneesscetcns 
UOULTS UO XD ORUS: cescececcottecsscceestensasucsesssccnscesa 
POTIWALCVAOMAULONS ...ccaccccssvocosvecsecsscessceecsesss 
WIRCAIEANGCCTAIN.:..c.0saccscccccsecvo-avosescsnsesonees 
PUIUOLMET ACIUISUNENIUS «2 c<ccccsessccosacescenccscceces 


Total adjustments .00..............ccceceeeesseseees 


Merchandise exports (adjusted) ...............6+ 


Imports INthade FEUUMMS ..cc.sssecccesescceeses-onsee 2, 161.2 
Adjustments: 
Imports from Newfoundland = 09 
Settlers CIfeCts ic ic.cossrctectcesses = ibis 
"TOUPESG IMP ORUS s.se--ctesereaseeconsevee tececemeeeenss - 28.8 
Rate Spreadvonmmmports ..cer-.-ecec---seen-re-ree > bal 
WaAneChOUSIN S hicicccc<cccctacersvspcxsneonacmenaaxeenaces - 0.4 
Unrecorded imports of ships.................. + 5.6 
ALT other AGIUSUMECNLS Ccscctertocecesseeneateseee - 15.0 
Total adjustments ...................ccceeeeeees - 6.1 
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Another group of exports which are not included 
in the published totals of Canadian exports are the 
shipments of defence equipment and supplies 
transferred by Canada to the North Atlantic Treaty 
Countries under the Defence Appropriation Act. 
These Canadian contributions to NATO countries 
are included in a special item in the current account 
along with other contributions to these countries, 
such as air training to European aircrews. 


On the other hand, other contributions in kind 
by the Canadian Government to foreign governments 
and international organisations are included in 
recorded Canadian exports, and in the item of 
exports shown in the balance of payments. The 
contributions which are included in the exports 
side of the current account are offset by corre- 
sponding entries on the debit side representing 
the contributions. 


It should also be noted that exports and imports 
of gold are excluded from Canadian trade statistics 
with the exception of some comparatively small 
amounts of gold in jewellers’ sweepings and other 
industrial forms. Subsidiary coins are also excluded. 


NomMonetary Gold 


In the balance of payments statements provision 
is made for Canada’s important gold producing 
industry through the item ‘‘non-monetary gold’’ 
which may also be described as ‘‘gold production 
available for export.’’ Canadian gold production 
is a source of international credits like other 
industries producing for export. The item appearing 
in the current account is closely representative 
of the value of production less Canadian con- 
sumption. This measures the international credits 
arising from Canadian production, whether the gold 
is exported and sold abroad, or is taken into the 
Canadian official reserves of gold and United States 
dollars. As official reserves include holdings of 
gold, a rise in reserves due to an increase in 
holdings of currently produced gold appears in 
the capital account of the balance of payments 
as a debit reflecting the rise in Canada’s foreign 
assets. This debit is offset in the current account 
by a credit entry in the item of non-monetary gold. 


In the calculation of non-monetary gold, 
Canada’s gold production is taken at the stage 
which follows refining at the Mint. This is when 
the gold is sold by the Minister of Finance to the 
Exchange Fund to become part of the official 
reserves, or to be sold abroad. Also included is 
commercial gold sold abroad directly by producers, 
as well as gold exported in ore or quartz for re- 
fining in the United States. The effect of this 
procedure is that the figures shown in the current 
account represent Canadian gold production less 
gold consumed by industry or the arts, when taken 
at the more final stages of production. Gold still 
held by producers before the refining stage, whether 
at the mines, in transit, or at the Mint is therefore 


not included in the item. Also excluded since 
November 1951 is commercial gold held in safe- 
keeping at the Mint for producers. In recent years 
the percentage of Canadian gold production con- 
sumed by Canadian industry has averaged around 
5%. 


Because of the nature of the item and the basis 
of calculation it is not possible to present the non- 
monetary item in a detailed statement showing 
individual countries with which gold transactions 
have occurred. In bilateral statements of the 
Canadian balance of payments the item is shown 
in the current account with the United States for 
various special reasons. The principal market for 
Canadian gold has been the United States and a 
leading factor influencing the price of gold for 
decades has been the official purchases of the 
United States. Even when there have been sales 
to other countries these have normally yielded 
United States exchange available for meeting 
Canada’s customary deficits with the United States, 
Similarly when Canadian gold production goes into 
official reserves it is an element in Canada’s 
accounts with the United States as the changes in 
official reserves are shown in Canada’s capital 
account with that country. 


Monetary Gold 


Monetary gold transactions take a variety of 
forms but their principal significance in the 
Canadian balance of payments is in the changes 
in holdings of gold which are part of Canada’s 
official liquid reserves. Such transactions are 
monetary movements on Canadian account. Ex- 
amples of these are sales of gold from Canadian 
monetary stocks to settle liabilities abroad, or 
receipts of gold from other countries in settlements 
which they make with Canada by this means. On 
the other hand gold transactions which lead only 
to changes in the form of assets held have no net | 
effect on the balance of payments, such as the 
sale of gold holdings accompanied by corresponding 
increases in holdings of United States exchange. 


In addition to the above transactions which 
involve Canada as a principal, there are other 
gold transactions on the account of other countries 
which do not affect the Canadian balance of 
payments. Examples of these are foreign-owned 
gold held in Canada under earmark for safekeeping. 
Movements of gold into and out of Canada in 
connection with these safekeeping transactions 
have often been very substantial. These movements 
affect the size of exports and imports of gold but 
are not taken into the Canadian balance of payments 
as they are on foreign account. 


But some types of earmarking transaction may 
involve the sale of Canadian gold to non-residents 
to be held under earmark in Canada. Such trans- 
actions are a part of the net exports of non-monetary 
gold when out of current production. 
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International Travel Expenditures 


Canada has customarily had a large surplus of 
receipts on account of international travel. The size 
of the balance has been quite variable and in many 
years has been an important influence on the current 
account balance. There has been a change in this 
customary pattern in recent years with the continued 
rise in Canadian expenditures on travel outside of 
Canada. This rise has occurred at a time when 
United States expenditures in Canada of travellers 
from the United States have been comparatively 
stable. A small deficit first appeared on travel 
account with all countries in 1951. This became 
more substantial in 1952 as Canadian expenditures 
abroad continued to rise and there was also a de- 
ficit in that year with the United States. 


The balance on travel account had yielded sub- 
stantial surpluses in each of the inter-war years for 
which estimates are available from 1926 on, and 
also in the war years when Canadian expenditures on 
travel were under control. The first four years of the 
post-war period again yielded large surpluses with 
a peak of $145 million in 1948. This surplus fell to 
$92 million in 1949, $49 million in 1950 and became 
a deficit of $6 million in 1951 which increased to 
$60 million in 1952. 


The volume of United States expenditures in 
Canada was heavier in the earlier part of the period. 
Receipts rose sharply in the early post-war years 
with the revival of civilian travel by automobile. 
Each year up until 1948 there were sharp increases 
in expenditures. Since 1948 there has been some 
decline in the volume of expenditures in Canada, 
although higher prices have tended to maintain the 
dollar values of expenditures. A reduction in the 
length of visits in Canada and declines in some 
periods in certain types of traffic have acted to 
reduce the real volume. At the same time the actual 
number of visitors has risen, particularly in the case 
of persons travelling by automobile. This is the 
largest and most volatile part of the traffic. The 


rise in traffic has been influenced by the great in- 
crease in the number of passenger cars in the United 
States. But American travellers have been tending 
to spend more of their vacations in the United States. 
At the same time increases in travel abroad have 
tended to be in travel to other countries than 
Canada. While the volume of expenditures by 
American travellers in Canada has been compara- 
tively stable, there have been increases in expendi- 
tures of overseas visitors in Canada, but these 
remain at a comparatively small part of the total. 


Travel expenditures abroad by Canadians, on 
the other hand, have risen markedly since 1945, 
with the one exception of the year 1948 which shows 
the effects of the special measures taken to con- 
serve exchange. With the withdrawal of these re- 
strictions in subsequent years, coupled with rising 
consumption expenditures generally, rising prices 
and a larger volume of traffic, total expenditures in 
1952 had risen to two and a half times the 1948 total. 
An important part of the rise of expenditures abroad 
by Canadians has been on merchandise. Purchases 
of merchandise in the United States by travellers 
rose sharply as the restrictions on imports and ex- 
penditures, which were at their peak in 1948, were 
withdrawn. The very rapid increase in the number 
of passenger cars owned by Canadians was another 
important factor influencing the movement of 
Canadians to the United States in later years. Travel 
expenditures by Canadians in overseas countries 
have increased steadily in every year since 1946. 
The sharpest gains were in the early years and re- 
flect the restoration of transportation and other 
travel facilities overseas. 


Canada’s location, adjacent to the United States 
and comparatively far removed from other countries, 
has concentrated a very large part of her foreign 
travel into a single channel, traffic which crosses 
the international land border. But this traffic is ex- 
ceedingly complex as movements of people between 
the two countries are most varied as to purpose and 


STATEMENT 27. Balance of Payments on Travel Account Between Canada and Other Countries, 1945-1952 
(Millions of dollars) 


Account with 
United States 


Account with Account with 
Overseas Countries ! All Countries 


Net Receipts [Payments 


1. Prior to confederation with Canada in 1949 Newfoundland was classed as an overseas country. 
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significance. The estimation of international travel 
expenditures in these circumstances requires care- 
fully constructed methods in order to obtain reliable 
data. 


Statistical methods for measuring the movement 
of traffic and travel expenditures between Canada 
and other countries have been patterned upon the 
heavy preponderance of travel between Canada and 
the United States. The undertaking is a large statis- 
tical operation because of the great volume of travel 
in both directions across the international border. 
The number of entries of non-immigrants into Canada 
from the United States has exceeded 25 million in a 
single year, and the annual volume of entries of 
Canadians returning from the United States has 
grown recently to more than 20 million. These visits 
are made by vacationists, summer residents, com- 
muters, businessmen and all other travellers except 
migrants. They include repeat visits by commuters 
and others who cross the border many times during 
a year. They also include people whose only purpose 
in crossing the border is to take the most direct 
route between two points in their own country. 


The procedure is a co-operative one, carried 
out by officials of the Canadian Customs and Im- 
migration Services and the Dominion Bureau of 
Statistics. Border officers at all points of entry 
maintain an exact count of the number of persons 
entering the country, each arrival of the same person 
being counted separately. Residents of Canada are 
distinguished from non-residents and the latter are 
classified by country of residence. There is a further 
classification according to the type of transportation 
used in crossing the border. Average expenditure 
rates of non-residents travelling in Canada and of 
residents travelling outside Canada are obtained by 
means of sample questionnaires distributed by 
border officers. Estimates of non-resident travel 
expenditures in Canada and of Canadian expenditures 
in other countries are obtained by applying average 
rates per person to appropriate volumes of traffic. 


STATEMENT 28. Non-Resident Motorists _ Travelling 
in Canada on Customs Permits! 


Average | declared 

a naan expenditure 

in days _ per car 
in dollars 


; 1. Exclusive of summer residents, locals and commu- 
ers. 


The main problems involved in estimating ex- 
penditures arise out of the difficulty of obtaining a 
representative sample of expenditures from the many 
and varied types of travellers who enter the country. 


Non-resident visits from the United States range in 
length from an hour or less to as long as a year, but 
only 15 or 16 per cent of the visits last longer than 
48 hours. This is due to the predominance of local 
visits to points at or near the border and to the fact 
that there is a substantial volume of intransit traffic 
following direct routes through Canada between 
points in the United States. 


The total volume of non-resident traffic from the 
United States is too heterogeneous to serve as a 
basis for sampling and is therefore broken down into 
a number of more homogeneous sub-groups, in each of 
which an average expenditure rate per visit is ob- 
tained by sample. To avoid excessive cost the sub- 
groups in most cases are determined by classifi- 
cations which were already inuse by Canadian border 
officials. In some respects the pre-existing break- 
down of traffic coincides with a division between 
heavy spending and light spending groups but in 
others it does not. Wherever the classification is not 
satisfactory, supplementary procedures are used to 
provide a Suitable breakdown of traffic. For example, 
the Canadian Immigration Service classifies non- 
resident entries from the United States according 
to the following five groups: 


Persons arriving: (1) by train 
(2) by boat 
(3) by through bus 
(4) by plane 
(5) by all other means 


Each of the first four groups constitutes a 
satisfactory classification for sampling after minor 
adjustments are made to segregate intransit traffic. 
The fifth group, however, is a residue containing 
more than 90 per cent of the total number of entries 
and comprising such diverse groups as motorists 
spending their annual vacations in Canada and 
pedestrians remaining in the country for only an 
hour or two. A breakdown of this residue is obtained 
by taking advantage of the administrative procedure 
used by the Canadian Customs Service in enforcing 
the Customs Act. Non-resident motorists are per- 
mitted to import their vehicles free of duty on 
satisfactory evidence that the vehicle will not 
remain in Canada. Motorists who intend to travel 
beyond the jurisdiction of the port of entry and those 
who intend to remain longer than 48 hours irres- 
pective of their destination are required to apply 
for customs permits. These permits are prepared in 
triplicate, one copy being forwarded by customs 
officials to the Dominion Bureau of Statistics. The 
Bureau’s copy of the permit, which is retained by 
the driver throughout his visit, contains an expen- 
diture question: ‘‘Approximate total amount spent in 
Canada on this visit by you and those in your 
vehicle for all purposes — Examples: gas, oil, 
repairs, lodging, food, beverages, merchandise, 
amusements, etc.’’ 


A detailed analysis by mechanical tabulation is 
made of answers to the expenditure question and 
other information appearing on the permit. It is thus 
possible to segregate special classes such as 
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summer residents and commuters and obtain separate 
expenditure rates for each class. The remaining 
permit-holders are classified by province of entry 
and are subjected to a further breakdown to Separate 
the large number of cars which stay for only one or 
two days from the smaller number which remain for 
longer visits. Within each of the groups thus formed, 
traffic is sufficiently homogeneous to permit expen- 
diture estimates to be made with confidence. 


The expenditure sample referred to above is 
unusually large. In 1952 more than two and a quarter 
million permits were issued to foreign vehicles 
entering Canada. The expenditure question, although 
a voluntary one, is answered by more than 75 per 
cent of all permit-holding motorists. Thus by sheer 
size the sample should be reasonably representative 
of the whole traffic. For visits lasting more than 48 
hours, the tabulated data are based on a complete 
coverage of all permits. For shorter visits it has 
been found that satisfactory data can be obtained 
without fully processing all permits. This principle 
has also been applied to other types of highway 
traffic which are referred to below. 


Although motorists entering Canada on customs 
permits account for little more than a quarter of all 
entries from the United States, their expenditures 
are half the total amount brought in by visitors from 
that country. Motorists who are not obliged to apply 
for permits - those who stay less than 48 hours and 
remain within the jurisdiction of the port of entry -- 
are more numerous than the permit-holders, but due 
to their short visits they spend much less. Their 
expenditures are less than a tenth of the total 
amount coming from the United States. This type of 
traffic is covered statistically by Canadian Customs 
Form E49, one copy of which is forwarded from the 
port of entry to the Dominion Bureau of Statistics 
for each incoming vehicle. As in the case of the 
customs permit the form serves as a basis for re- 
cording thevolume of traffic, and, through a voluntary 
question on expenditures, provides sample data on 
spending. Here again the size of the sample is very 
large, expenditures being furnished on more than 75 
per cent of the forms. 


The number of non-automobile visits from the 
United States is supplied by the Canadian Immi- 
gration Service, broken down according to the 
principal types of common carrier. These groups are 
sufficiently homogeneous for sampling, and only 
require minor adjustments in order that intransit 
traffic may be handled separately from other entries. 
Average expenditure rates per person for each group 
are provided by the United States Department of 
Commerce, which obtains the information from a 
questionnaire distributed by United States border 
officials to approximately one returning traveller 
out of every seven. The questionnaire is in the form 
of a post card addressed to the Department of 
Commerce at Washington. In this way the cards may 
be mailed free of postage anywhere in the United 
States, after the traveller has returned home. 


The procedure for handling Canadian visits to 
the United States does not differ materially from the 
methods described above for visits from the United 


States to Canada. With regard to automobile traffic, 
the number of visits and the average expenditure 
rate per visit are both provided by Canadian Customs 
Form E60A. The form is similar to No. E49 men- 
tioned above, one copy being forwarded from the 
port of entry to the Dominion Bureau of Statistics 
for each incoming vehicle. The volume of this type 
of traffic has increased sharply in recent years and 
amounted in 1952 to more than four million vehicles. 
Most of the visits are of short duration, eighty per 
cent or more lasting not over 24 hours. Expenditures 
are declared on more than 90 per cent of the forms. 
Some special procedures are followed in dealing 
with the one day group in order to reduce the volume 
of forms processed completely. 


Expenditure rates for non-automobile traffic are 
obtained by the Dominion Bureau of Statistics 
through a questionnaire post card generally similar 
to that used for residents of the United States by 
the Department of Commerce. The rates are made 
available to the United States Government in a 
similar manner to the comparable information fur- 
nished by it to the Bureau of Statistics. The Bureau 
also furnishes to the Department of Commerce 
average expenditure rates for Canadian motorists 
in the United States and American motorists in 
Canada derived from the large sample returns des- 
cribed above. Detailed statements of the volume of 
traffic crossing the international boundry classified 
by country of origin and method of transportation 
are also made available to the Department of 
Commerce by the Bureau. 


The volume of travel between Canada and over- 
seas countries is normally less than one per cent 
of that between Canada and the United States. 
Overseas travellers, however, stay for longer visits 
and transportation costs are higher, hence their 
expenditures are more significant than the number 
of travellers would suggest. The sum of receipts and 
payments in Canada’s overseas travel in 1952 were 
almost 10 per cent of travel expenditures between 
Canada and the United States. The number of resi- 
dents returning directly from visits to overseas 
countries and the number of non-residents arriving 
are furnished by the Canadian Immigration Service. 
Average expenditure rates are obtained by means of 
questionnaires. 


Interest and Dividends 


The most important contributor of net payments in 
the period as awhole and forevery year in the period 
was net payments of interest and dividends. These net 
payments yielded a deficit of $2,063 million in the 
period 1946-52 inclusive. During this period, Cana- 
dians received $639 million in interest and dividends 
(including interest on government loans) amounting 
to 2.1% of total current account receipts. Payment 
of interest and dividends to all countries was 
$2,702 million, amounting to 8.9% of total current 
account payments. This lack of balance is even more 
significant since it is mainly with the United States, 
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with which Canada customarily has a deficit on 
several other items of the current account. Of total 
interest and dividend receipts, 55.4% were from the 
United States in the period, while 83.4% of payments 
were to the United States. Since total payments are 
several times larger than total receipts, these per- 
centages alone conceal the absolute size of the 
deficit with the United States. The largest deficit 
with the United States in this period was $361 
million in 1950. The deficit with countries other 
than the United States has fallen over the six year 
period, particulary because of interest receipts on 
Canadian government loans. Although Canada still 
has a deficit with the United Kingdom on interest 
and dividend account, there is a surplus with other 
overseas countries and particularly the ‘‘All Other 
Countries’’ group, principally arising from the 
interest received by the Canadian Government on 
export credits. 


The large deficit on interest and dividend 
account is due to a net balance of indebtedness 
which has resulted from net borrowing abroad over 
many years. The balance of indebtedness has been 
substantially lower in the years since 1945 than it 
was before World War II. Canadian assets abroad, 
particularly government credits and official liquid 
reserves, rose faster than non-resident investments 
in Canada in the period from the beginning of the 
war up to 1949. Since then there has again been an 
increase in net liabilities. But although Canadian 
assets abroad have risen greatly, income received 
by Canada from these has not risen proportionately. 
No income has been received on some forms of asset 
like gold, or from certain government loans in some 
periods. With other assets the rate of earnings has 
been comparatively low as is the case with holdings 
of foreign exchange. Furthermore not all earnings 
are remitted to Canada. Much of the earnings from 
Canadian direct investments abroad have been re- 
invested in branches and subsidiaries outside of 
Canada. 


As is shown in chapter 7, foreign investment has 
played a much smaller part recently in financing 
new Canadian investment than was true in previous 
periods of rapid development. The total of non- 
resident investment has continued to grow however, 
and, combined with prosperous conditions in Canada, 
has led to a continuance of large payments abroad. 
Total payments were particularly large in the years 
1949 to 1952, exceeding in each case every year 
before that period and reaching a peak of $475 
million in 1950. 


The relative importance of interest and dividend 
payments to gross current receipts and payments, 
however, has declined considerably with the great 
expansion in the value of commodity trade. As a 
percentage of all current payments, their payments 
were only half as large in 1946 to 1951 as compared 
with 1926 to 1930. They were almost one third of 
total current payments in the depression years from 
1931 to 1933, when fixed interest charges and the 
continued payment of some dividends by many 


companies contrasted sharply with the fall in other 
items of the current account. A similar picture 
appears if we compare payments of interest and 
dividends with current receipts; the latter receipts, 
along with any net capital inflow, supply the foreign 
exchange necessary to meet interest and dividend 
payments as well as other payments. But the chronic 
deficit on income account continues to be large in 
relation to the balance on current account and is 
normally a major influence on the relative size of 
the balance. For although the value of commodity 
exports in a single month is sometimes not far short 
of income payments for a whole year, there are new 
high levels of imports as well. 


Interest and Dividend Payments to NorResidents 


As a percentage of 


Current Current 
Payments! Receipts! 
19 26=30 iG. .scsrscess 16.8 18.0 
CES ERE hyn etiads shal 34.3 
1938-39 ier cess 23e0 2i.6 
1946-5 25 iacesscoonet 9.0 8.9 
LOSO RR Sececccccces 10.4 Liz 


1. Excluding Mutual Aid to NATO Countries. 


The changes in these remittances are due to 
various factors. Interest receipts have been rising 
because of government loans in the early post-war . 
period. The initial payment of $23.7 million interest 
to the CanadianGovernment by the United Kingdom 
on the post-war loan was in 1951. The war loan to 
the United Kingdom continues to be interest free. 
Interest paid by foreign governments on export 
credits became substantial in 1948 and in 1951 
exceeded $14 million but were less in the succeeding 
year. Some interest on early drawings on export 
credits and on advances to foreign governments 
preceeding these credits was funded and not in 
cluded in current receipts. 


Factors determining changes in the level of 
interest payments include new and refunding issues, 
retirements, the trade in outstanding bonds and rates 
of exchange and of interest. In the early post-war 
period interest payments were falling because of 
large retirements for a period of years, some re- 
financing: at lower interest rates, and a higher value 
of the Canadian dollar from mid 1946 to September 
1949 which eliminated the premium on exchange. 
This trend was reversed in 1950 because of a number 
of factors relating to capital movements described 
more fully elsewhere in this report. Large scale 
borrowing in the United States market was resumed 
under the effect of heavy investment in Canada. 
Relative conditions for borrowing abroad were more 
favourable particularly in 1951 following the in- 
troduction of credit restrictions in Canada. The 
large purchases of outstanding securities in 1950 
added to the interest burden. Rising interest rates 
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on new issues in 1951 and 1952, and a lower value 
of the Canadian dollar in 1950 and 1951 compared 
to the earlier post-war years, were also factors in 
raising interest payments. Liquidations of holdings of 
outstanding securities by non-residents and the 
premium on the Canadian dollar in 1952 have offset 
part of this tendency to higher interest payments 
although there continued to be substantial net 
new issues. 


The factors affecting the level of dividend pay- 
ments are manifold, reflecting not only the level of 
foreign investment in Canada but also such factors 
as total earnings and the desire to expand existing 
investment in Canada by reinvestment of earnings. 
The timing of payments c&4n vary considerably. In 
recent years the largest and most variable parts of 
dividend payments have been by subsidiary com- 
panies controlled in the United States. Payments by 
these companies can be quite volatile, affected as 
they are by decisions between related parties. 
These may be influenced by such considerations as 
those relating to financial requirements, taxation 
and exchange rates. Administrative changes in 
exchange control have also played a part in the 
timing of transfers. The peak level of dividend 
payments in the fourth quarter of 1950 was partly 
due to higher earnings, partly to prospective changes 
in United States taxes, and partly to administrative 
changes by the exchange control which permitted 
remittance of earnings on a quarterly rather than an 
annual basis, with a reduction in the period between 
when income was earned and when it might be remit- 
ted. Following this, remittances tended to be more 
evenly distributed through the year although there 
continued to be concentrations in some periods like 
the year end. 


An analysis of dividend payments by groups of 
Canadian companies to non-residents of Canada for 
selected years appears in Statement 30, and an 


analysis of payments to the United States by com- 
panies controlled in that country appears in State- 
ment 31. The major part of the totals paid in each 
year and of the increase in recent years has been 
in payments by manufacturing companies controlled 
in the United States. Most of this growth has been 
in payments by wholly owned subsidiary companies. 
Payments by public companies have been relatively 
more stable, although they have also increased 
with the rise in earnings. It should be noted that 
payments of dividends in the post-war period have 
only amounted to part of earnings. There has been a 
general tendency for companies to finance in- 
creasing activity in Canada out of earnings, as is 
indicated in Statement 6. Consequently, some sub- 
stantial amounts of earnings have been reinvested. 
The potential level of dividends, therefore, has been 
much larger than the actual amounts of dividends 
paid would suggest. 


The item of interest and dividends includes 
interest on bonds and debentures, dividends on 
stock, and profits paid or received by unincorporated 
branch businesses other than insurance companies 
and banks. It covers all payments by Canadian 
debtors to non-resident owners regardless of whether 
they are converted into foreign currencies or held 
in Canada. The latter are offset by a credit in the 
capital account. Dividends paid out and then rein- 
vested are also included in both dividend payments 
and as a capital account credit. Reinvestments in 
Canada by externally owned or controlled companies 
which are not formally paid out as dividends or 
interest are excluded from the balance of payments, 
but are reflected in the balance of indebtedness. 
Practical difficulties and delays in securing the 
information have led to the Canadian practice of 
limiting the amount to actual cash payments. Ex- 
cluded from this item are miscellaneous income 
remittances of different kinds described in ‘‘All 
other current transactions’’ below. 


STATEMENT 29. Receipts and Payments of Interest and Dividends, between Canada and All Countries 
(Milliens of dollars) 


Interest 


Receipts 


Dividends 


Balance 


Dividends Interest 
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STATEMENT 30. Analysis of Dividend Payments by Canadian Companies to Non-Residents of 
Canada 1938, 1946 and 1950 


(Millions of dollars) 


United States 
Type of Business 


United Kingdom 


Total Outside 
of Canada 


Other Countries 


Manutaeccurines-c---c-ssec--ee= 
Mining and smelting ...... 
Railways and _ public 

UDR Gi estytec ee eee 
Merchandising ...............- 
Minancialencscss 
Miscellaneous ...............: 


Total above ................ 


Unclassified ! ............... 


Total payments .......... 


1. Includes some remittances of profits by unincorporated branches. 


STATEMENT 31. Analysis of Dividend Payments' 
to the United States by Companies Controlled in the 


United States 


(Millions of dollars) 


1938 


Type of Business 


MAUL ACtUnin Sie t-ceesccetsctesecces centers 202. 5 
Mining and smelting ........ soseeeesenee 45.6 
Railways and public utilities ...... ; A 6.0 
AVIROUNCRe re oo: cet sece cence ease omeeenece i Zed 

9.4 


1. Excluding ‘‘unclassified’’ amounts appearing in 
statement 30. 


Receipts of interest on Canadian holdings of 
foreign bonds have been mainly computed from 
estimates of holdings of bonds. New sources of 
information on holdings became available in 1939 
when declarations of holdings of foreign securities 
were required of residents of Canada by the Foreign 
Exchange Control Board. An analysis of receipts of 
exchange which show a large part of the interest 
received from these bonds was used to supplement 
this source. Exchange receipts did not give an exact 
record of interest receipts as no analysis of sundry 
or small receipts was available. 


Payments of interest to other countries are 
computed from the records of bonds originally sold 
abroad which are maintained in the Balance of 
Payments Section. These have been adjusted for 
retirements and refinancing. Important adjustments 
are also made, according to the chief groups of 
issues, to account for the effects of the trade in 
outstanding securities upon these records. Account 
is also taken of defaults and payments of arrears. 
Information on these is supplied by a special 
schedule when not available from public sources. 


Since these are estimates of payments rather than 
remittances, the figures include a small amount of 
income which will be held by nominees in Canada, 
or reinvested, or transferred irregularly. During 
exchange control the analysis of conversions of 
interest payments into United States dollars and 
sterling supplemented the above source. In periods 
when investors generally took advantage of the 
privilege of converting their income into foreign 
currencies, the exchange control was a useful 
current source. 


At the present time the methods of arriving at 
interest receipts and payments correspond to the 
above description except that the supplementary 
information from exchange control is no longer 
available. Information built up in previous years 
on total holdings, and continuing data collected 
from many public sources on new issues and re- 
tirements are used to arrive at interest payments 
and receipts. Data collected by the Section on 
transactions in outstanding securities is also used 
in this connection. 


Data from exchange control gave afairly complete 
coverage of dividend receipts from direct invest- 
ments abroad, as well as dividend receipts on 
portfolio holdings. Receipts on portfolio holdings 
which were below the reporting limits of the ex- 
change control had to be estimated from an analysis 
of the total of such sundry receipts. Additional 
information on dividend receipts was prepared each 
year on the basis of dividends declared on stocks 
held by Canadians in 1939, when adjusted for the 
effects of changes in ownership. The latter figures 
also furnished a check on the completeness of the 
data derived directly from exchange control sources. 
Since the end of exchange control the annual 
questionnaire to direct investment companies in- 
cludes a question on dividend receipts. For quarterly 
data on direct investment receipts, returns are 
available from a small number of large companies 
which dominate the totals. Receipts on portfolio 
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holdings were estimated in 1952 on the basis of 
receipts in 1951 and the 1939 data on ownership 
of stocks by Canadians adjusted for a number of 
companies for changes in ownership, dividend rates, 
and the exchange rate. Sales and purchases of 
outstanding stocks are also used in this connection. 
More recently a new survey of Canadian holdings 
of United States stocks has been made with infor- 
mation obtained directly from many of the principal 
corporations in the United States. 


The Bureau has maintained for many years a 
record of companies in which foreign ownership is 
significant. These companies report their dividend 
payments annually and the distribution of the pay- 
ments to various countries or areas is calculated by 
information supplied currently or available from 
corporation records as to thé distribution of the 
ownership of the company. These data are classified 
by industries, kinds of business, and nationality 
of control. During the period of exchange control 
another current source of dividend payments was 
available from monthly statistics of approvals of 
dividend transfers. The sources used at the present 
time include the annual questionnaire to all com- 
panies with a significant foreign ownership. This 
provides a comprehensive record, but for quarterly 
information a quarterly sample is used along with an 
analysis of the withholding tax applicable to certain 
payments to non-residents. Because there are large 
fluctuations in dividend payments by subsidiaries, 
a quarterly questionnaire is sent to the larger direct 
investment companies. In the case of quarterly 
dividends on portfolio holdings of Canadian stocks 
the distribution of ownership of stock as reported 
by Canadian companies or available from corporation 
records is analyzed in the case of large holdings; 
adjustment is made for dividend rates, exchange 
rates, and changes in outstanding securities. The 
various quarterly sources used supply about 75% 
of all dividend payments. To check the above esti- 
mates and to measure the remaining companies, the 
withholding tax on payments to non-residents is 
analyzed. By separating the dividend portions of this 
tax, and comparing it with the results of the methods 
described above, total dividend payments are esti- 
mated. 


Freight and Shipping Transactions 


This item includes international transportation 
services on freight and shipping account. The prin- 
cipal Canadian payments are those by Canadian 
importers for services performed by foreign ships 
and railways carrying imports to Canada, and the 
expenditures on account of Canadian ships in foreign 
ports. The principal receipts are the earnings of 
Canadian ships and railways carrying exports, and 
earnings of Canadian railways on intransit traffic in 
Canada on traffic between foreign points. Also 
included in this account are Canadian receipts from 
the operation of non-resident owned railways in 
Canada and earnings of Canadian ships operating 
between foreign ports. Transportation expenses of 
tourists are included in the travel account. 


Since Canadian import valuations exclude the 
cost of freight and other services of carrying mer- 
chandise from the countries of purchase to the 
Canadian border or port of entry, these costs are 
included in the freight account when the services 
are supplied by non-residents. Similarly, because 
Canadian exports are generally valued at the point 
of shipment in Canada it is necessary to include 
in the freight account the earnings of Canadian 
railways and other transportation agencies from 
the carriage of Canadian exports to the Canadian 
border. 


Most of the information required is obtained by 
questionnaires to railways and ship operators. This 
is supplemented in the case of some inland freight 
by information from customs export forms, and by 
tonnage statistics and other information from public 
sources. The exchange control data were not of use 
in covering most parts of this field because dif- 
ferent amounts of freight were included in the ex- 
change data on trade, depending on the terms of 
sale. Since merchandise trade in the balance of 
payments is valued on a consistent basis the method 
of dealing with transportation is to cover services 
rendered on traffic quite apart from the terms of sale 
which vary greatly. 


Inland freight and express earnings received on 
exports via the United States border are obtained 
from information supplied annually by the Canadian 
railways. Freight earned by Canadian railways 
carrying exports from the point of shipment in Canada 
to the Canadian border is covered, whether on a 
collect or prepaid basis and whether paid in 
Canadian dollars or United States dollars. Inland 
freight on exports via Canadian ports is obtained 
from a separate item on the customs schedule used 
to record exports. Samples taken for the chief ports 
at different periods supply this information, sup- 
plemented by a special study of inland freight on 
wheat. Distribution by countries is made by an ana- 
lysis of the value of exports to various countries. 
Receipts from intransit traffic include earnings of 
Canadian railways carrying goods through parts of 
Canada between two points in the United States. 
For some periods, reports on the earnings of this 
traffic were made to the exchange control. For other 
periods, earnings have been estimated on the basis 
of the tonnages involved and the rates applicable 
to the principal commodities. Canada receives 
certain income in addition to this from the intransit 
traffic across south western Ontario on United 
States owned or operated railways. This arises 
mainly from the outlays for operations in Canada. 
The receipts include wages to Canadian employees, 
rentals, taxes and so on. The companies concerned 
supply this information annually. 


Payments on imports via rail are obtained from 
the Canadian railways. These include freight and 
express earned by railways in the United States 
and Mexico carrying goods to the Canadian border. 
Freight payments for imports such as coal which 
enter Canada mainly by water are obtained on the 
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basis of statistics of tonnages and a study of freight 
rates from the places of origin in the United States 
to the lake and river ports. Freight and charges on 
imports by pipeline are reported by petroleum com- 
panies on a schedule covering the transportation of 
petroleum products. International transportation by 
truck and air which is still relatively small has 
been covered from an analysis of exchange payments 
and from data obtained from various Bureau sources. 


Receipts and payments on shipping account are 
obtained from annual questionnaires to Canadian 
shipping operators and to the Canadian agencies 
acting for foreign vessels in Canadian ports. 
Selected items covering transactions affecting the 
balance of payments are included. These include on 
the receipts side the tonnage and earnings of Cana- 
dian ships carrying Canadian exports, earnings of 
Canadian ships carrying goods between foreign 
ports, expenditures in Canadian-ports on account of 
foreign operated vessels, and revenue from the 
charter of Canadian vessels to foreign operators. 
Information is also gathered by the questionnaire 
on the tonnage and earnings of Canadian ships 
carrying inward cargoes to Canada. Although not 
used in the regularly published balance of payments 
statements this is used in calculating thec.i.f. value 
of Canadian imports which is required for special 
purposes. On the payments side of shipping tran- 
sactions are payments to foreign operators of ships 
for freight on commodity imports to Canada. Pay- 
ments to foreign owners of vessels covering the 
time charter of foreign ships is another large group 
of debits. Important parts of these two groups of 
payments arise from imports of petroleum and are 
reported on a special schedule designed to cover 
petroleum transportation. The other important group 
of payments is the expenditures of Canadian ships 
and crews in foreign ports. 


Ocean freight paid toforeign vessels on Canadian 
imports entering via United States seaports is 
chiefly made up of transportation on petroleum 
which is reported on the special schedule sent to 
petroleum companies. Ocean freight on the other 
commodities from overseas via United States ocean 
ports is a comparatively small total as the volume 
of this traffic is not large. 


The level of freight and shipping transactions 
is primarily determined by the volume of imports and 
exports, the level of transportation rates after. ex- 
change conversions, and the merchant shipping 
available to a country. Growing trade volume and 
Successive increases in freight rates have raised 
the receipts and payments in the post-war period. In 
every year of the six year period Canada had a large 
deficit on freight and shipping account with the 
United States and large surpluses with each of the 
overseas areas or countries shown in the balance of 
payments. This pattern has been influenced basically 
by the predominent direction of trade and by the 


eat extent of the activities of Canada’s merchant 
eet. 


An important factor raising receipts from over- 
seas after the war was the increase in Canadian 
owned and operated ships as a result of construction 
during the war. The Canadian merchant fleet was at 
its peak at the beginning of the post-war period. 
Since then a number of vessels have been sold, 
particularly in 1948 and 1949. Later in 1950 when 
shipping competition became intensified following 
the currency devaluations, many of the remaining 
ships were transferred to United Kingdom registry 
by Canadian owners to be operated by British man- 
agers. Following that, the receipts in the balance of 
payments from that group of vessels are covered by 
the transfer of surplus funds to Canada by the 
British managers. 


In the early post-war years large parts of reve- 
nues came from carrying Canadian exports to desti- 
nations throughout the world. Revenue on traffic to 
Commonwealth countries other than the United King- 
dom and to continental European ports were impor- 
tant parts of the total. Declining exports to over- 
seas countries after 1947 contributed to the falling 
off in revenues. In addition the recovery in the 
merchant marines of European countries also added 
to the competition, particularly after the currency 
devaluations. A greater volume of imports in foreign 
ships has made for larger payments by Canada. In 
1950 receipts from the United States became sub- 
stantial temporarily with the large movement of 
lumber from British Columbia to that country. By 
1951, services to many countries had been curtailed 
or discontinued and the receipts from exports to the 
United Kingdom were a relatively larger source of 
receipts than had been the case in some earlier 
years. In addition, there were the surplus revenues 
received from British managers. 


Receipts and payments with the United States 
chiefly arise from inland freight. These have risen 
with a growing volume of trade and higher freight 
rates. An exception is the year 1949 when a read- 
justment in economic activity occurred in the United 
States and when coal imports were much lower. 


Inheritances and Migrants’ Funds 


These transactions are shown as a group be- 
cause of their unilateral character. The item in- 
cludes the transfer of the principal of estates, 
money in possession of migrants at the time of 
migration, and subsequent transfers by migrants. 
Transfers of income from estates are included in 
the ‘‘All other current transactions’’ item, while 
transfers of settlers’ effects are excluded from the 
balance of payments. Changes in _ international 
ownership of securities or property arising from 
inheritances or migration are also excluded from the 
balance of payments when no sale is involved. 


During the period of exchange control, both 
receipts and payments were covered by an analysis 
of exchange transfers and of applications for change 
of residential status. To arrive at area breakdowns 
and supplement the exchange data, analysis was 
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STATEMENT 32. Freight and Shipping Transactions Between Canada and Other Countries 1946-1952 


(Millions of dollars) 


Receipts by Canada 


1. Ocean shipping 
(1) Canadian ships gross earnings on exports .............. 
Ota se Se Sa) Se a ae err rr ar 


(2) Expenditures of foreign ships in Canada ................ 
Gross shipping receipts 00.00... ccccccccccececcseceeees 


2. Inland freight on exports ...... Pris J lean one Ga Ee Ji 
BR MPANSIL TCV ONUCS occ csccccscccdseccsccasectexsexsvaceesesssecsesc ieeeeccurees 


Payments by Canada 


1. Ocean shipping 
(1) Expenditures abroad of Canadian shipping compa- 
TILC SPewacassteese ce ceste ec accs eee ee ee NS, Bde 


2. Inland Rail Freight in United States on imports 
mC Vaerw CS COIS. ck ene Ph es ere 
La ESTEE So So 7 re 


3. Miscellaneous payments ................... A een ae eee 
SSPOGS DAY MICIE GS: Ceara) Ae Sees chased 


made of Canadian statistics on volume of immi- 
gration, money in the possession of immigrants at 
the time of immigration, and statistics published by 
the United States Department of Justice on emigra- 
tion from Canada to the United States. Since ex- 
change data did not show separately the migrant 
transfers below certain reporting limits, the sundry 
transfers settled in bulk were analysed to classify 
migrants’ funds and other items. The various sources 
described above were then combined, after allowance 
for duplication. 


Present sources of information on estate trans- 
fers include the questionnaires to insurance compa- 
nies and trust companies, and information on large 
transfers appearing in public sources. These give 
only a limited coverage, but help to indicate the 
trend of the totals built up during exchange control. 
Statistics on the volume of immigration and money 
transferred or to be transferred by immigrants are 
available for immigrants’ receipts. For emigration, 
only volume figures are now available; the sources 
are the statistics of immigration published by other 
countries, as statistics on emigration from Canada 
are not compiled. 


94 85 67 57 48 54 45 
17 13 12 8 6 12 

14 23 26 28 16 34 } 38 
125 121 105 93 70 100 83 
40 To (nk Ge 40 38 40 43 
165 170 153 133 108 | 140 126 
116 120 149 140 142 177 201 
27 27 29 26 28 28 25 

3 5 5 4 6 6 8 


311 322 336 303 284 351 360 


36 34 36 24 20 33 } 52 
4 18 15 20 18 27 

30 38 46 50 66 76 70 
70 90 97 94 104 136 122 
28 39 45 32 53 49 48 
32 37 33 
115 

196 

40 


In the early post-war years, receipts from the 
United Kingdom dominated the total of receipts. 
A large and growing volume of immigration, combined 
with the easing of exchange controls on transfers of 
emigrants’ funds and estates by the United Kingdom 
authorities, were responsible for the growth of these 
totals. The sharp declines in receipts from the 
United Kingdom in 1949 and 1950 were due to a re- 
duction in the volume of immigration and the tight- 
ening of British restrictions on transfers by emi- 
grants and the transfer of estates. Increased volume 
of immigration from the United Kingdom in 1951 and 
particularly 1952 have not sufficed to offset the 
effects of the restrictions on the total of funds 
transferred. Greater immigration from Europe and 
larger receipts from the United States have offset 
part of the decrease in receipts from the United 
Kingdom since the peak of 1948. It should be noted 
that the volume of migration cannot be correlated 
with the transfer of funds since the totals include 
transfers on an installment basis subsequent to mi- 
gration. 

On the payments side, most of these transfers 


are to the United States. Both the volume of emi- 
gration and exchange control have affected the level 
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STATEMENT 33. Transfers of Inheritances and Migrants’ Funds Between Canada and All Countries 
(Millions of dollars) 


Inheritances 


Immigrants’ 


Inheritances and 
Emigrants’ 
funds 


+ » 
Inheritances Migrants’ Funds 


of these transfers. In 1947 the amount which could 
be transferred from Canada by an emigrant during 
the first year was halved to $12,500. Relaxations in 
the restrictions were introduced in 1950, including 
the restoration of the former amount which might be 
transferred. With the end of exchange control no 
restrictions on the transfer of emigrants’ funds re- 
mained. Although the number of emigrants has been 
much less than the number of immigrants in the 
post-war years, average transfers are much higher 
in the case of emigrants. The total transferred by 
emigrants has, accordingly, been close to total 
immigrants’ funds in a few years. 


Official Contributions 


Official contributions by the Canadian Govern- 
ment from 1946 to 1948 represent contributions to 
UNRRA and Post-UNRRA, military relief, and a 
small carryover of wartime Mutual Aid. The contri- 
butions were used chiefly to finance exports from 
Canada, and are in addition to exports financed by 
Canadian government loans. These shipments are 
part of the item of merchandise exports on the credit 
side of the current account and are offset by the 
entry of debits. Exports financed in this way were 
almost solely to European countries including the 
U.S.S.R., and to China. This group of contributions 
was concentrated in the earlier years. Contributions 
to the International Refugee Organization, which 
first appeared in 1948, formed a significant part of 
the total until 1952; also included in recent years 
are contributions to Palestine and Greece, United 
Nations Korean Relief Agency, the United Nations 
International Childrens’ Emergency Fund and other 
organizations. In 1952 the expenditures under the 
Colombo Plan dominate this item. Mutual Aid to 
NATO Countries is shown as a Separate item each 
year from 1950 on. 


Not included in official contributions or in the 
balance of payments are private shipments of goods 
overseas as gifts or for relief purposes. If these 
private contributions take the form of cash re- 
mittances, they are included in ‘‘all other current 


payments’’. Official contributions in kind are in- 
cluded in both current receipts and payments. Con- 
tributions in cash are included in payments, but are 
entered in receipts only to the extent that they are 
spent in Canada. The cash transfers are allocated 
to the ‘‘all other countries’’ group, while transfers 
in kind and cash contributions to international 
agencies are allocated to the recipient country or 
area. 


These items are secured from the Public Ac- 
counts, from an analysis of government foreign 
currency accounts, from information supplied by 
various government departments, and from analysis 
of exchange transfers during exchange control. 


Mutual Aid to NATO Countries 


Included in this account are the contributions by 
the Canadian Government to North Atlantic Treaty 
countries under the Defence Appropriation Act. The 
contributions inelude shipments of equipment and 
supplies and the provision of air training to EKuro- 
pean aircrews. The shipments are excluded from the 
detailed export statistics published by the Bureau. 
They are included in total current receipts in order 
to show the total of goods and services supplied to 
other countries. Since they are unilateral trans- 
actions, however, in the form of a contribution, they 
are offset in current payments. They do not affect 
the current account balance, which is a measure of 
the net capital movement. 


Mutual Aid to NATO Countries is not distributed 
by areas, nor is it shown on a quarterly basis. 
Timing problems and other practical difficulties in 
the distribution of air training have necessitated the 
measurement of this item on an annual basis. For 
security reasons data for all countries are combined. 


The source of this item is information supplied 
by government departments and the Public Accounts. 
It should be noted that Canadian military expendi- 
tures in North Atlantic Treaty Countries are included 
elsewhere in the current account, for example in — 
miscellaneous current payments and imports. 
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War Expenditures 


The item of war expenditures, which is shown 
only in 1946, covers receipts and expenditures of 
the Canadian Government related to World War IL. 
A variety of expenditures is involved, ranging from 
pay and allowances and other expenses of Canadian 
personnel overseas to a special payment of $21 
million to the United States Treasury to cover the 
purchase of immoveable assets left in Canada and 
certain military equipment. Defence expenditures in 
later years are included in various parts of the 
current account. Payments for goods to be imported 
into Canada, for example, are included in the item 
of merchandise trade. Other expenses such as those 
connected with maintenance of Canadian Armed 
Services abroad and on infrastructures are in the 
government portion of all other current transactions. 
Mutual Aid to NATO Countries is shown separately. 


All Other Current Transactions 


This group has been the second largest contri- 
butor to net payments in the period under review. 
The deficit was as high as $174 million in 1951, but 
fell in 1952 as receipts in connection with defence 
activities rose. In 1950 and 1951 payments rose 
more rapidly than receipts, almost doubling the 
deficit on this account and contributing to the 
current deficits in those years. 


The bulk of these transactions have been with 
the United States. In some specific cases, such as 
insurance transfers, transactions with the United 
Kingdom are also large. Personal remittances make 
up a substantial part of the payments figures for the 
non-sterling O.E.E.C. countries and the ‘‘all other 
countries’’ group. 


A wealth of detail on many widely: scattered 
transactions was made available for the first time 
by an analysis of foreign exchange material. Two 
main groups of data emerged from exchange control. 
The first group was composed of service items 
settled by individual exchange transactions. In many 


transactions the individual amounts paid or re- 
ceived were large enough to require an exchange 
form on which the purpose of the transaction was 
recorded. With these the chief problems were con- 
nected with the classification of transactions into 
meaningful groups. Many transactions of precisely 
the same types, however, were too small to require 
a separate exchange form and were, accordingly, 
reported in bulk as sundries. To eliminate from 
these sundries the transactions which were dupli- 
cated elsewhere in the current account, and to 
classify the remaining service element, samples 
were obtained on several occasions of the compo- 
Sition of this sundry group and studies of specific 
items were made from other sources. In spite of 
complications, such as those arising from changes 
at different times in the size of amounts exempt 
from the use of forms, the combination of large 
items and sundry transactions is believed to have 
been a generally reliable measure of the broad 
groups shown and reasonably accurate for the 
aggregates covered. 


The second group of data emerged through analy- 
sis of the international business transactions of 
permit holders of the Foreign Exchange Control 
Board. These were firms which were allowed to 
employ foreign currency accounts and inter-company 
accounts. The analysis of the transactions involved 
could be made only on a broad functional basis be- 
cause of their diversity even though they were under 
continual observation for administrative purposes. 
In using the data constant selectivity had to be 
applied for some types of transactions in order to 
ensure that they were correctly integrated with 
figures from other sources. 


It should,be clear from the above that the ex- 
change data, while yielding information on many 
items which are widely dispersed in origin and 
therefore difficult to collect otherwise, permitted 
only a very broad classification in most cases. It is 
particularly difficult to subdivide business services 
satisfactorily because of their variable and hetero- 
geneous character. 


STATEMENT 34. Miscellaneous Current Transactions with All Countries 1946, 1951 and 1952 
(Millions of dollars) 


1946 1951 1952 


Receipts | Payments | Receipts | Payments | Receipts | Payments 


Government transactions, n.0.p.! ............cccssccesseceececees 


Personal and institutional remittances .................000-. 


BEISC CHIANICOUS INCOME™ ...-cc.dsccaccceceasaccoccotceacenceeceoeeveose> 


| 
61 46 120 71 
18 44 20 50 
29 27 30 40 
141 306 143 287 
| 249 423 I 313 448 


1. Excluding official contributions in all three years. 


2. Including transfers of branch profits by insurance companies and banks. 
3. pectdine net Newfoundland transactions in 1946. In 1951 and 1952 Newfoundland transactions are in the appro- 


priate parts of the current account, 
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The government transactions shown above are 
exclusive of payments for defence imports and 
exports, Mutual Aid to NATO countries, and official 
contributions. They include such items as pensions, 
diplomatic expenses, and military expenditures of a 
service nature. During the war the totals grew with 
the inclusion of such items as the expenditures of 
Canadian forces in the United Kingdom, Common- 
wealth Air training in Canada, and the construction 
by the United States of airfields, highways, and 
pipelines in Northern Canada. In 1946 there con- 
tinued to be some expenditures arising out of the 
war, which are shown separately as items A-B8 in 
the Tables. Since the middle of 1950 transactions in 
connection with Canadian forces in Europe and 
Korea, and defence expenditures in the United’ States 
and by that country in Canada have once more raised 
the totals. 


Data on government transaction have been ob- 
tained by an analysis of official accounts. Official 
receipts and expenditures in foreign currencies have 
been obtained from an analysis of the foreign cur- 
rency accounts of the Canadian Government. This 
information has been supplemented by the use of the 
Public Accounts and by special arrangements with 
individual departments. 


Personal and institutional remittances were also 
derived from an analysis of exchange transactions 
as reported by banks, express companies, and the 
Post Office. Since the end of exchange control, it 
has been difficult to measure these transactions 
because of thenumber of individuals and institutions 
involved. Transfers through the Post Office and 
some large institutional transfers are available 
however as partial indicators. 


Miscelleneous income includes such items as 
rentals, interest on loans and mortgages, income 
from estates and trusts and branch profits of in- 
Surance companies and banks. Since the end of 
exchange control the sources for this have changed 
greatly. These now include questionnaires to in- 
surance and trust companies and direct investment 
companies, analysis of taxes on non-resident in- 
come, studies of mortgage holdings and other 
sources. 


Business services and other transactions form 
much the largest part of the miscellaneous account. 
These have grown rapidly, particularly on the pay- 
ments side. A large part of the ‘‘other transactions’’ 
in this group consist of payments by railways for 
various services. Since the end of exchange control 
the Bureau’s annual questionnaire to railways has 
served as the main source for the railway receipts 
and payments. 


Another important item in the ‘‘other trans- 
actions’’ is insurance’ transactions including 
premiums, claims, and head office expenses. These 
items were derived from exchange control data 
until the end of 1951. Since then, questionnaires to 
insurance companies are being used generally 


similar to those employed in earlier periods before 
the exchange analysis was used. The largest part of 
this sector of the miscellaneous account however, 
is made up of business services, accounting for 
over four-fifths of the receipts and about three 
quarters of the payments in this sector in 1951. 
These services are very heterogeneous and cannot 
be classified readily, but cover such items as royal- 
ties, patents and copyrights, administration and 
management and professional services, advertising 
and publicity, services on imports, commissions, 
and similar items. A large part of the business 
services are associated with United States direct 
investments in Canada and Canadian direct invest- 
ments abroad. The high rate of investment activity 
in recent years has led to particularly large pay- 
ments to the United States for engineering and other 
services in connection with these development pro- 
jects. High levels of economic activity and trade 
have also played a part. 


The exchange control data on permit holders, 
large individual transactions, and samples of un- 
classified small transactions were the sources for 
business services until the end of 1951. At present 
an important source is the annual movement of 
funds questionnaire which includes questions on 
business services. This is sent to direct investment 
companies, and to some other large companies with 
international. business. This is generally similar to 
questionnaires used before the exchange sources 
were available. It is supplemented by studies of 
some specific services, such as rental payments 
for moving pictures, where related data are available 
or the sources are not too widely scattered. 


An important change has taken place in the treat- 
ment of transactions on Newfoundland account. 
From 1940 to Confederation, Newfoundland’s net 
United States dollar receipts were included in the 
miscellaneous receipts from the United States. 
In effect, Newfoundland transactions were treated 
as part of the Canadian dollar area. Since Confeder- 
ation, Newfoundland transactions with other coun- 
tries have been included in the appropriate parts of 
the balance of payments along with other Canadian 
transactions. 


Current Account Balance 


The current account balance is a measure of the 
net movement of capital. Total current account 
receipts reflect all goods and services supplied to 
non-residents. The current account balance, how- 
ever, does not reflect exports of goods and services © 
financed by official contributions, or Mutual Aid to 
NATO Countries, because of the treatment of these 
items as described above. Both total receipts and 
the current account balance include goods and 
services financed by loans from the Canadian 
Government. 


An exception to the above principle is that in 
1951 and 1952 government payments on defence 
contracts are included in the adjusted merchandise 
items rather than the physical movements of military 
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goods. This treatment has a relatively small effect 
on the total current account figures, but does have 
an important effect on the adjusted trade surplus and 
the current account balance in 1951 and 1952. It 
should also be noted that the current balance does 
not show the net of all capital supplied to or by 
Canada, since retained earnings are excluded from 
the balance of payments. 


International Capital Movements 


The capital account records transactions af- 
fecting Canada’s international creditor—debtor 
position. These transactions are the financial 
counterpart of the international provision of goods 
and services measured in.the current account, and 
the two accounts accordingly balance out. 


The nature and characteristics of capital move- 
ments between Canada and other countries have 
been described in some detail in Chapter 6. In the 
material which follows will be found some comment 
on the scope and sources of the statistics used. 


Direct Investment In Canada 


This item represents the net additional resources 
provided to Canadian enterprises through actual 
transfers of funds, merchandise or services from a 
foreign owner or controlling interest. Generally 
speaking it does not include such transactions as 
the purchase of bonds and debentures by institutions 
and companies not playing a direct management 
role, although exceptions have been made in the 
case of pipelines and some other enterprises. It 
does not include undistributed profits contributing 
to the growth of the owner’s equity in the enterprise. 
It should be noted that the term ‘‘direct investment’’ 
as used in the capital account differs from that used 
in statistics of international indebtedness. In the 
latter series direct investment represents the value 
of all bonds and equity securities held by all 
residents of the country in which control lies. 


During the period of exchange control this item 
of capital movements was derived from tabulated 
exchange transactions to which were added imports 
of commodities and services representing capital 
investment. Since that time it has been compiled 
through the use of questionnaires sent to the 
Canadian companies or branches concerned. 


Direct Investment Abroad 


This item is the counterpart of the preceding 
item and is derived from similar sources. 


Trade in Outstanding Canadian Securities 


This item was derived from tabulated exchange 
transactions, adjusted for trading of Canadian and 
foreign securities reflected in reports of security 
dealers to the Bureau. Since the end of exchange 
control the item has been derived from monthly 
reports of members of the Canadian Bankers’ AS- 
sociation, the Investment Dealers’ Association of 


Canada, Canadian stock exchanges, and others. 
These figures have been adjusted to include trans- 
actions through the Bank of Canada and other 
channels not covered in the monthly reports. 


New Issues of Canadian Securities 


This item represents the net proceeds arising 
from new issues of Canadian securities sold to non- 
residents. It was derived from tabulated exchange 
transactions adjusted toinclude refunding operations 
abroad. Since the end of exchange control the data 
have been compiled from published announcements, 
financial services, corporation records, and question- 
naires and correspondence. 


Retirements of Canadian Securities 


This item was derived from tabulated exchange 
transactions adjusted to include refunding oper- 
ations abroad. Since the end of exchange control 
the data have been derived from estimates of non- 
resident ownership of called or matured issues, 
supplemented by data of specific issues compiled 
by Canadian banks. 


Trade in Outstanding Foreign Securities 


This item was derived in the same manner as 
trade in outstanding Canadian securities. 


Retirements of Foreign Securities 


This item was derived in the same manner as 
retirements of Canadian securities. 


Loans and Advances by Government of Canada and 


Subscriptions to IMF and IBRD 


These transactions of the Government of Canada 
are obtained from official sources. 


Drawings on loans and advances by the Govern- 
ment of Canada includes, in the case of non-sterling 
area countries, advances under War Appropriations 
Acts (interim advances) net of repayments, together 
with drawings under Export Credits Insurance 
Act loans. 


Change in Canadian Dollar Holdings of Foreigners 


This item reflects the change in Canadian dollar 
bank deposits and short-term investments of non- 
residents other than the International Monetary 
Fund and International Bank for Reconstruction and 
Development. It is derived from a census of Ca- 
nadian dollar balances of non-residents compiled 
by Canadian banks adjusted to reflect other short- 
term investments. 


Refunding Loan Proceeds set aside for Retirements 


This item represents the balance of a 1949 re- 
funding loan set aside for retirements in 1950. Both 
the use of the balance and the related retirements 
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in 1950 have been recorded at the rate of exchange 
in effect at the time of refunding, viz $1.00 U.S. = 
$1.00 Canadian. The item was obtained from official 
sources. 


Other Capital Movements 


This item reflects changes inloans and advances 
outstanding, in intercompany accounts and accounts 
receivable and payable, and in private, commercial 
and banking balances and short-term investments 
abroad. It includes the net change in short-term 
holdings of Canadian funds by the International 
Monetary Fund and the International Bank for 
Reconstruction and Development, and also the 
residual item of the balance of payments. This 
residual represents the amount by which the current 
account balance differed from recorded capital 
movements. For reasons outlined in Chapter 6 this 
balancing item is allocated to other capital move- 
ments. It was possible under conditions of exchange 
control to calculate directly from banking and other 
sources multilateral settlements for the sterling 
area. This permitted the calculation of residuals on 
account of all countries and of the sterling area. 
The non-sterling area residual was then applied to 
the United States account. In 1952 the global 
residual in the balance of payments was applied 
arbitrarily between the United States and the United 
Kingdom on the basis of previous behaviour of the 
item and study of the background influences. 
Further discussion of the item will be found in 
Chapter 6. 


Balance settled by Exchange Transfers 


During the period of exchange control, multi- 
lateral settlements were calculated directly for the 
sterling area from banking and exchange control 
sources. Figures for ‘‘other O.E.E.C.’’ and ‘‘other’’ 
countries were residuals in those bilateral accounts. 
The sum of these was then applied against the 
United States account. In 1952 after allocation of 
the global residual item, the bilateral residuals were 
taken as the measure of multilateral settlements. 
Further discussion of the item will be found in 
Chapter 6. 


Change in Official Holdings of Gold and Foreign 
Exchange 


This item represents the Canadian dollar value 
at the current rate of exchange of changes in the 
official gold and foreign exchange holdings of 
the Exchange Fund, other Government of Canada 
accounts, and the Bank of Canada. 


Statistics of International Indebtedness 


Canadian statistics of international indebtedness 
are compiled mainly from an extensive set of records 
covering all companies in which there is significant 
ownership by non-residents, supplemented by other 
sources. These records are based primarily on in- 
formation collected on special questionnaires, supple- 
mented by other published material. 


The book values which are used in the records 
are generally indicative of the capital invested and 
the retention of net earnings by the companies 
concerned. While there are other possible bases of 
valuation, it appears that book values are most use- 
ful. A series based on the nominal value of issued 
capital would not, for example, show the tremendous 
internal financing through the retention of corporate 
earnings; on the otherhand it would overstate the 
investment in many petroleum and mining companies 
which have issued stock to realize only a small 
fraction of the nominal or par value. A series based 
on market values would present difficulties because 
of private or closely held companies for which 
quotations are not available and would in any event 
fluctuate violently with investors’ expectations. 
A value based on the capitalization of yields would 
not reflect on a current basis the great surge of 
expansion, and would vary over the trade cycle 
with the proportion of the capacity in use and 
general profit conditions. 


The book value figures used in the tables 
measure the net assets which reflect both: 


1. the shareholders’ equity as valued in the capital 
and surplus accounts of the companies con- 
cerned, and 

2. long-term indebtedness (outstanding for a year or 
longer) at nominal values converted into Canadian 
dollars, where necessary, at the pre-war pars of 
exchange. 


In the case of Canadian enterprises there has been 
deducted the proportionate interest of the share- 
holders in operations outside Canada, in order that 
figures of non-resident owned investment may 
cover only investment in the Canadian economy. 
As figures of Canadian investment abroad do not 
include a deduction in respect of any foreign owner- 
ship of a Canadian parent company, it is necessary 
to add back to the liability data the equity of non- 
residents in operations outside Canada of Canadian 
companies before striking a balance of net in- 
debtedness. 


It will be noted that book value series reflect 
the net growth of undistributed earnings and such 
other revaluation entries as the writing off of 
exploration and development expense which is a 
particularly important factor in the petroleum indus- 
try. These factors are not reflected in transactions 
recorded in the capital account of the balance of 
payments which cover only actual international 
transfers of funds, merchandise, or services altering 
Canadian assets or liabilities abroad. Moreover 
either the offering of additional stock or inter- 
national portfolio trading at prices differing from the 
underlying book value may give rise to changes in 
the indebtedness data disproportionate to the capital 
movement itself, 


In the indebtedness data, in contrast to the 
capital account, the term direct investment is in- 
general applied to holdings of equity capital, and 
of funded debt and other long-term indebtedness, 
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by all residents of a country other than Canada in 
which 50% or more of the voting stock is owned. 
Where affiliations and important minority holdings 
are believed to constitute control, the enterprise is 
similarly treated. Other holdings are regarded as 
portfolio investments. The most typical instances of 
foreign direct investments in Canada are the 
branches and subsidiaries of foreign companies 
operating in this country. It should be noted that 
the investment data exclude commercial and other 
short term indebtedness. 


In addition to the investments covered in the 
corporation records described above there are non- 
resident investments in Canadian government and 
municipal bonds. As most of these are bearer 
securities it is not possible to obtain as much 
information from the debtor as is the case with 
corporation securities. Generally the records of 
issues of government bonds held abroad which are 
maintained are based on the bonds originally sold 
outside of Canada. These are the basis of statistics 
of investments in these securities after adjustment 
is made for retirements and subsequent changes in 
ownership through trading in the bonds and other 
factors. The latter adjustments are usually applied 
to groups of bonds such as Government of Canada, 
direct and indirect, provincials and municipals. 
Information on transactions in outstanding se- 
curities is for the most part available by groups 
of securities rather than individual issues. The 
valuation basis employed in the case of non-resident 
holdings of Canadian bonds and debentures is the 
par value with liabilities in foreign currency being 
converted into Canadian dollars at the original par 
of exchange. In most cases these values are more 
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representative of the capital originally invested and 
the series is not disturbed by changes in market 
values, or in currency rates. 


Information on direct investments abroad by 
Canadian businesses is obtained from the companies 
or other residents concerned. These investments 
also are reported on a book value basis as shown in 
the accounts of the issuing companies abroad and 
are converted generally at prevailing rates of ex- 
change. 


Data on Canadian portfolio holdings of foreign 
Securities have been built up from a variety of 
sources. The most comprehensive record resulted 
from the declarations of holdings by residents of 
Canada to the Foreign Exchange Control Board. 
Changes since then have been based on data on 
Subsequent transactions and alterations in book 
values. A new survey of holdings was taken in 
1952 by corresponding with some of the larger 
corporations in the United States. 


Changes in the book value of investment cannot 
be related directly to statistical series on current 
physical investment published in the National 
Accounts. Book values reflect allassets represented 
by long-term indebtedness and the shareholders’ 
equity (as valued in the accounts of the companies 
concerned). They consequently include holdings of 
land and mineral rights and of working capital. 
With the exception of net inventory accumulation 
these particular assets do not represent gross 
capital formation in the Canadian economy. On the 
other hand physical investment may be financed 
through reserves for depreciation, depletion, or 
amortization, or through other charges against 
income, and may not be reflected in book values. 
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TABLE I. Cumulative Totals of the Canadian Balance of International Pa 


men 
1946-1952 Inclusive y ts with Principal Countries and Areas 


(Millions of dollars) 


All United United Other Other All 
RUBE | | Sees: | Mined | Tere | eee ota 
ar + 
A Current Receipts: | | | 
1 Merchandise exports (adjusted) oo... cccccccsececess. 
2| Mutual Aid to NATO Countries ....... eh a mane t+ asthe Me) er ae 
3 Gold production available for export .... 916 916 x cs oi ia 
4 Travel expenditures 1,861 1 mae = if =a 2 
5| Interest and dividends ge aes oe a - 5 
: ie ce ela a Pea ; : 2, 267 946 662 198 250 ait 
grants’ funds ... 5 501 174 
SieWatiservices 2 awe Seen 8 oy 24 8 cs oy 12 18 
11| All other current receipts aon 1,649 1, 223 Bae 24 45 73 
ey oe erem Receipts 30,816] 17,141; 5,954] 2,269 2,686; 2,367 
B Current Payments: 
i Merchandise imports (adjusted) oo... .oceeccccssssssecssesesseceseseseeceses, 2a 
4 Travel EX DENONULCS pevest teers vectors Bsa oes on Hise oe ee ss 105 : oo Set eal 
5| Interest and dividends Ee eae i . 2, 702 2, 253 379 i 
6| Freight and shipping ............... a : : : a2 a 
i DIE no cn noke sinceicescs sosavereunsss ae cece 2,042 1, 600 249 35 108 50 
7|  Inheritances and emigrants’ fund re 418 "398 60 6 1 
8 War expenditures ooo... 127 ae 73 i i 
aes Rees = 31 - 
9 Official contributions .........2....... naa seueny er. Bees 194 -_ - 20 58 116 
10} Mutual Aid to NATO Countries ...cceccccccccccececsseces i 399 = a = a BE 
Al. PAmoubemac urte nbipayMe Mts Bese. cs.cst hak eiecscssces-scctsekesorsesc ee 2, 400 1,810 326 32 92 140 
12 Motal Curre wer Pa YMC NES coer csc... 50 ccce Resedoccccksacesase latvisseveeeschccresehecssccs, 30, 476 22, 080 3,265 1,531 1, 085 2,116 
BA lancer OngMerchandise, TAGE: <6... c.essscsecezecoserteriavacecorntevare.cssescendaccnc hoes... hid, OST - 3,018 + 2, 538 + 580 +1, 543 + 194 
penne on Other Current Transactions, exClUdING BQ oeeeccccccccceccececececses - 1,303 - 1,921 + 151 + 178 + 116 32 nly: 
Official Contributions - 194 - - - 20 - 58 - 116 
Cc Current Account Balance + 340 - 4,939 +2,689 + 738; + 1, 601 + 251 
D Capital Account: 
Direct Investment: 
1 Direct AVE SLIBEMCOI ML CANAC Geer chet case cr v.50, ome ee sss sock bs cbs ec scnoscacicen +1, 129 + 1,017 + 91 + 21 _ 
2 IRECUMIN VES UMENUADTORC kerr ceca cose eevee nek cans coe oes - 28 + 25 x 34 - i Lait - 8 
Canadian Securities: 
3 Trade HTIEOULSLANGING ASSUCS: Atte eee occocksseveneyoneicsct owecesen ets messi s + 464 ne ay: is) - 133 + 43 + 9 
4 New issues +1, 508 + 1,499 4 8 + 1 - 
5 Retirements : = 1,721 - 1,502 - 195 - 24 _ 
Foreigy Securities: 
6 Trade in outstanding issues ooo... ee ceeeeeeeee : ar ISL Sealey + 2 _ + 2 
i New issues........ aoe ne - 39 - 24 _- _ = 15 
8 RED ETOCS TUIS) se er ee Pee ee ee oe + 35 + 20 + 10 = + 5 
Loans and Advances by Government of Canada: 
9 EWI G Sie nem cre oat an can Psa v5 su ecw eet e tosala sev isecreicev disssecinsedscheonecbeechaue + 1,627 - - 1, 185 =" 873 - 69 
10 Repayment of post-war loans se op ley! - + 28 74 a 19 
11 RE DA VI CHULO LW ANE IO ADS He MR cnte sca cake eackccs-nnvcooevdenuccettessesesdccenass as + 380 — + SoTO -_ + 10 
12 British Financial Settlement and Interim Advances (net) + 38 = + 38 = = 
13 Canadian gold and U.S. dollar subscription to Internationa] Monetary 
Fund and International Bank for Reconstruction and Development - 82 - 82 _ - - 
14 Change in Canadian dollar holdings of foreigners .0.0......0...ccceccseeeceseceeeee f- 38 + 2 + 35 - 4 tS 
17 MU NETEC AD LAIBMOVE MCDUS be ycs.c 00s ogscccceiessvessuss sesacesccsesszessuscévesoiecdvesdvusscaveceos - 266 = 165 + 3 - 19 = $95} 
E Net Capital Movement exclusive of change in official holdings of gold, 
US GOULATSMANIORSLENIIRS Beets oo yon certs srs cd cc site cBees chev oboncaacecosSeevuvstbcceeave aF 86| + 1,457 - 952 - 292 - 127 
F BSALARCE CONDE Se CLEGG (Gir ED) secoec-crcsons sohanccvecanenaetocsaesdasanessovesaceasaeevenacesepesansss + 426) - 3,482 + 2,475 + 1,309 + 124 
G Balance settled by exchange tramsfers ............0......ccccccccecseeseeceeeeeeeeeeeeeeeeees = + 3, 931 - 2,498 - 1,309 - 124 
u Change in Official Holdings: 
1 CHORGRATI CANS op OUL AT Stet esac wns ck cate Sones wasn ccs odcanscacda sown ebalecaacasesoeesZbes = 
SCE IMEI Cran, Gee Meee Ira ae J 2Ge ee ee ica ahah sae on adecbovbeesbveeeas ovdienadssennoes : 


Notes, Other Sterling Area includes the countries of the Commonwealth, United Kingdom dependencies, and Ireland, Iraq, and Iceland. In 
addition, Burma became a member of the sterling area in 1948, Jordan in 1950, andLibya in 1952. Other O.E.E.C. countries include all the countries 
participating in the Organization for Kuropean Economic Co-operation which are not also members of the sterling area, namely Austria, Belgium, 
Luxembourg, Denmark, France, West Germany, Greece, Italy, Netherlands, Norway, Portugal, Sweden, Switzerland and Turkey, and their overseas 
territories, These are the non-sterling area countries which participated in the European Recovery Programme. The figures for 1946 are given for the 
sake of comparability. The All Other Countries group is made up primarily of Latin America,non-sterling area countries in Asia, and continental 
European countries other than those in the O.E.E.C. group. ; = : : 

A 2 B 10 Mutual Aid to NATO Countries is not included in figures for countries or areas, but is included in total receipts and total payment: 
with all countries. It is not included in the quarterly estimates. : : ; ; 

D A minus sign indicates an outflow of capital from Canada. Some capital transactions with other sterling area and with other overseas 

countries are included under the United Kingdom and United States respectively All other countries include the I.M.F. and I.B.R.D, 


D1; Xclusive of undistributed profits. Pcs ; 
a2 Pelaeein case of iientecting area countries, advances under War Appropriations Acts (interim advances) net of repayments, together 


with drawings under Export Credits Insurance Act loans. 


13 Excludes holdings of International Monetary Fund and International cio ot aie papas and Development (D17). 
inc balancing item representing unrecorded capital movements and errors and omissions. _ ‘ 
H % els ache et in S ccoults eatablished by special arrangement with the United Kingdom under which sterling was acquired for cod- 


fish sold in European markets and was available for the repurchase of certain funded obligations (entries included under D5, D17, and G). 
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TABLE Il. Comparison of International Transactions with Principal Countries and Areas by Years 1946-1952 


(Millions of dollars) 
A. BETWEEN CANADA AND ALL COUNTRIES 


Total 
1946 1947 1948 1949 1950 1951 1952 1946-52 
a | a ie » 
A Current Receipts: 
1 Merchandise exports (adjusted) .........::-:sseeeeees 2,393 PARLE 3, 030 2, 989 3,139 3,950 4,336 22, 560 
2 Mutual Aid to NATO Countries................. =_ — - - 57 145 LOT 399 
3 Gold production available for export ....... 96 99 119 139 163 150 150 916 
4 Travel expenditures ...........cccceeeeeeeeeeeseeee 221 251 279 285 275 274 276 1,861 
5 Interest and dividends 70 64 70 83 91 115 146 639 
6 Freight and Shipping ...........s:sscseccsesccseceereeseseees 311 322 336 303 284 ial 360 2, 267 
7 Inheritances and immigrants’ funds..............-- 65 69 84 68 Bit! TG 81 501 
Qi WariServices: cur tced- ctsace-ceear nore =e nA 24 - ~ - _ = = 24 
11 All other current reCeipts .........ccceeeeeeeseeneeeereeees 185 220 229 222 231 249 313 1, 649 
12 Total Current Receipts..........::.:::cccee cece 3,365 3, 748 4,147 4, 089 4,297 5,311 5, 859 30, 816 
B Current Payments: 
1 Merchandise imports (adjusted) .........:sseeeseeees 1322 PBS 2,598 2, 696 3,129 4,097 3,846 20, 723 
4 Travel expenditures ..............:.ceseseeeccsccerererensneeens hiss) 167 134 193 226 280 336 1,471 
5 Interest and) dividend Siexccsc..ssccccsces~.nceessereasersaea= Sie 337 325 390 475 450 413 2,702 
6| Freight and Shipping ......---s.csssccssssseesseeeseeeeeeeees 219 278 279 253 301 354 358 2,042 
7 Inheritances and emigrants’ funds ....-..........6+ 35 49 50 59 61 70 94 418 
8 War expenditures............... 127 a = = = as — od 
9 Official contributions 97 38 23 6 +) 9 16 194 
10 Mutual Aid to NATO Countries............. — _ _ - by | 145 197 399 
11 All other current payments ............2+ 255 295 287 315 Sil 423 448 2,400 
12 Total Current Payments...........-.:::::s0:s:eeeeeeeees 3, 002 3, 699 3, 696 3, 912 4, 631 5, 828 5, 708 30,476 
Balance on Merchandise Trade............::sssesessseeecees neal +188 +432 +293 ae 10 - 147 +490 +1,837 
Balance on Other Transactions, excluding B9.... - 111 -101 42 =n) = 88y) - 361 S35) wil aks 
OLficvale Contr PUbVON Se. .cencceeeeeeseetesn teas ceereseeceaeer ses - 97 - 38 = 28} - 6 - 3 Suind =) 16 =" 194 
Cc Current Account Balance +38 + 49 +451 +177 - 334 - 517 H51 + 340 
D Capital Account: 
Direct Investment 
1 Direct investment im Canada ...s-s....ccssee-conree ese + 40 + 61 ae fil + 94 iT as +309 41332 +1,129 
2 Direct investment abroad...-........-:.--sssosescsre - 14 +16 sure aU am Ais! ta 436 = 20 - 64 = 28 
Canadian Securities 
3 Trade in outstanding iSSUES........s.cccseeseeseeees +194 - 13 lames ast ES! e329 + 38 = 95 + 464 
4 New issues +218 ait? 5) +150 +405 = PAN) +411 TOL) +1,508 
5 Retirements =539 - 364 - 114 -147 - 284 - 184 - 89 SN Gea 
Foreigh Securities 
6 ‘Trade in outstanding ISSUES ..............0.-.....--.. TF 25 ar gl Sy a a2 OD) ae 740) 15 + 10 ae Pile ie 
7 New issues =e as cy 8! rane: = 2 ane - 20 < 39 
8 Retirements ac 3 oa wf +o) th D ty 8 A'S _ IP eoo 
Loans and Advances by Government of Canada 
9 ID) ey, DU ay kat Me Rees RR RICH CONE rre acc trencannoratices BAG S50) - 565 - 142 = 120) ~ 50 _ - = 162% 
10 Repayment of post-war loans ....... — a P a7 6 7 le} She 3} aaenL 3 a5 uate + 121 
ital Repaymentiol War LOANS (rcscere-ceceeeorsevsetenseen= + 94 +109 + 64 aire 5) ar 51 34 oe PAB + 380 
2 British Financial Settlement and Interim 
AGVA@NCES: (Mel) ..cccessthecraccctossccensesesevostureeseece an 343} - _ — — - - 4 38 
13 Canadian gold and U.S. dollar subscription to 
International Monetary Fund and Interna- 
tional Bank for Reconstruction and Develop- 
WR TIC asco scaccacseksnctoeesns doa teae vara eteaecte euerraceae use ane pti - 74 - - - - - a 82 
14 Change in Canadian dollar holdings of foreign- 
Poe ed ot aie natin pe nag a ateee canal PEE eaerISG + 70 - 26 a A + 40 eS 192 - 66 + 38 
15 Refunding loan proceeds set aside for retire- 
MONIUS: Ssccueccessceveteencteecgee wees cceeraccsumtaeneca ac stectancase - — _ = 18 “ 18 — = = 
17 Other capital moviementS<.----eccreesernener eee =a ae = 27 anh - 62 + 192 +128 -497 = | 8266 
E Net Capital Movement exclusive of change in 
official holdings of gold, U.S. dollars and 
SUOMI odocscceccesseaceatssevcde acess couse soot ee teceetox secon - 630 - 791 + 41 - 49 +1, 056 +573 - 114 + 86 
F Balance to be Settled (C tE =H) «uu... eee - 267 - 742 +492 +128 tee + 56 Bs WW + 426 
H Change in Official Holdings 
1] Gold and U.S. dollars cl ai 
2 Sterling eh yen 


TX at 
These arose from the sale of war material and equipment to the United States Government. About two-thirds of the $55 million in 1946 was int the 


first h 


alf of the year. 


The totals for the United States in 1946 and 1947 include receipts by War Supplies, Limited of $55 million and $13 million respectively. 


AB 8 Military expenditures after 1946 are in the trade figures, in Mutual Aidto NATO Countries, andinall other current receipts and payments. 


2 15 Both this item and the related retirement (D5) have been recorded at the rate of exchange in effect at the time of refunding, viz. $1.00 
U.S. = $1.00 Canadian, ( 


A-H For other notes applicable to this Table see notes to Table I. 
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TABLE Il. Comparison of International Transactions with Principal Countries and Areas by Years 1946-1952 


(Millions of dollars) 


B. BETWEEN CANADA AND THE UNITED STATES 


Current Receipts: 
Merchandise exports (adjusted) 
Gold production available for export 
Travel expenditures 
Interest and dividends 
Freight and shipping 
Inheritances and immigrants’ funds ..... 
WEES CVA COS recor ee ccna cadence sp doce vsinpbnenvaesoxos 


Total Current Receipts ..20.......0...0cccccccceceececeee 


Current Payments: 
Merchandise imports (adjusted) ..........0.0000.0. — 
EER V.CINOXDCNGICULCS) 4 5, .c¢s-e-shesecssevsceseserssocdsesesesveeee 


Rhee BECANG SOUP INS yoc. gece! cosesccecs<csssssecececoessnnseore 
Inheritances and emigrants’ funds ... 
Wee KC NG IGHEC Sie 58, BOI co. sccascocsdsBbysoivscnseses 
All other current payments ooo... cele ceeeeeeee 


Total Current Payments. ....................cccseesseeee es 


Balance on Merchandise Trade 0.0.0... .eeeeececeeeeeceee ee 


Balance on Other Transactions 0000.00... eee ceeeeeeeee 
Current Account Balance ....0.............0 00... ccceeeee cece eee 


Capital Account: 
Direct Investment 
Direct investment in Canada 
Direct investment abroad .........s.csescssserssssceseese 


Canadian Securities 
Trade in outstanding issues. .....................cccc00 
ING WHS SUC See ce si ccccsssa i eke ce saveve cecedorsdtesnccesracctaats 
BUCCAL CIC IG Sie catne ru ccsuhs thoes criosguseesogexthidotenvecs ens 


Foreign Securities 
Trade in outstanding issues.... 
GMS SS UGS Been ee teen onc shnsshewatecacessiaiisoeaiers 
FVOUINEIMN CICS Peco sn. caves sees eects inne oer eck peemesesssenese 


Canadian gold and U.S. dollar subscriptions to 
International Monetary Fund and Internation- 
al Bank for Reconstruction and Develop- 
{PLY 1B tarcn se cag eeBE oar ania cr SERGE eee Eee 

Change in Canadian dollar holdings of foreigners 

Refunding loan proceeds set aside for retirements 


Othericapital MOVEMENES ., ....<..5.0.5-0.0s---n0-e-sse-eeseee" 


Net Capital Movement exclusive of change in of- 
ficial holdings of gold and U.S. dollars ........ 


Balance to be Settled (C +E) .................:::eceeesereeeeees 
Balance Settled by Exchange Transfers ............... 


Change in Official Holdings of Gold and U.S. 


1946 1947 1948 1949 1950 1951 1952 , 
se, ee 948 1,061 1, 508 1,521 2,046 2, 326 2,345 
eT ee 96 99 119 139 163 150 150 
ae eee 216 241 267 267 260 258 258 
47 36 37 40 50 57 87 
“ee ee 101 104 131 126 157 164 163 
19 18 18 18 31 32 38 
6 = = = = = = 
<2 REAR Doe OT, 134 153 167 158 170 191 250 
1,567 1,712 2,247 2,269 2, 877 3,178| 3,291 
1, 378 1,951 1, 797 1, 899 2,093 2, 842 2, 813 
130 152 113 165 193 246 294 
250 274 267 325 411 382 344 
169 221 213 193 240 276 288 
31 a7 37 44 47 55 17 
23 - - - - - - 
193 211 213 244 293 328 328 
2,174 2, 846 2, 640 2, 870 3,277| 4,129] 4,144 
430 890 289| - 378 47 516 468| - 
177 244 104] - 223 353 435 385| - 
607 1, 134 393 601 400 951 853| - 
38 58 61 84 200 270 306| + 
7 6 15 16 41 4 42| + 
241 3 yee 362 20 105| + 
218 95 150| + 105 210 404 317| + 
460 313 96| - 136 263 159 75| - 
21 2 9 19 68 18 ‘hae 
4 3 Z|" 4 2 3 “tee 
6 3 1 1 t * 22 = eee 
8 14 - - 23 = gti Ws. 
27 3 14 8 89 53 36| 4+ 
a ze ae 18 18 - - 
8 2 1 20 231 59 442| - 
80 238 111 64 963 554 15 | + 
527 1,372 282 537 561 397 928| - 
276 629 7178 671 133 436 1,008] + 
251 743 496 134 694 39 80| + 


Dollars (F+G)...........2::cccecececssecececenerenerenenenasenens 


Total 
946-52 


11, 755 
916 

1, 767 
354 


1, 223 
17, 141 


14, 773 
1, 293 
2, 253 
1, 600 

328 
23 
1,810 


22, 080 


3,018 
1,921 


4, B89 


1,017 
25 


545 
1, 499 
1, 502 


122 


449 


92 
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TABLE Il. Comparison of International Transactions with Principal Countries and Areas by Years 1946-1952 


(Millions of dollars) 


1946 1948 1949 1950 1951 


C. BETWEEN CANADA AND THE UNITED KINGDOM 


Current Receipts: 
Merchandise exports (adjusted) ...........cesesene 
Travel expenditures .,.cs.ccactseesss-cscescovssbveseSesoness 
Interest and dividends 
Fredent' and (SWEDpIN & <cc.cccseeetes ccccecesccosesetecee 
Inheritances and immigrants’ funds 
War services 
All other current receipts .... 


Total Current Receipts .................:ccseceseseeeeeeee 


Current Payments: 
Merchandise imports (adjusted) 
PAVE lM CXp CNGILUTE Sicc.cacecrc coastse-sanectceceeecarcuecee sass 
Interest andvdivid Cn srccceserwecteesececececomterssessesees ss 
Fretent- and ship pin giiccicvecseesssscoccesestnesenercssevceees 


Inheritances and emigrants’ funds ......0......0.....0 | 


War expenditures .............cee 
All other current payments 


Total Current Payments ................ccccecesseeseseeee 


Balance on Merchandise Trade ...........::ccccceeeeeseeeees 


Balance on Other Transactions ...........ccscccccsceceeeees 


Current Account Balance ................ccccccccseceeceeeeeeeees 


D. BETWEEN CANADA AND THE REST OF THE 


OADM Ff 


Current Receipts: 
Merchandise exports (adjusted) ..........ceeseeceeee 
MravelvexpendGitunes seems. ee eee ee 
Interestaandidividendsicsseee.c--.-se eee eee 
reign trandisitii pplireimes see eee ee eee 
Inheritances and immigrants’ funds .................... 
All other current receipts 0.0.0... 


Total Current Receipts ..................cccccssseceseceees 


Current Payments: 
Merchandise imports (adjusted) 
UEGVElXDENGItUTES en erent eee ee 


All other current payments ................. 


Total Current Payments ...............0..cccccseceeeeeees 


Balance on Merchandise Trade ..........s.cccccosecseseseeee 
Balance on Other Transactions, Excluding B9.... 


Official Contributions :cce-natteccccst tee eee 


701 
11 


STERLING AREA 


399 


+ 223 


727 


Total 
1946-52 


+ 2,689 
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TABLE II. Comparison.of International Transactions with Principal Countries and Areas by Years 1946-1952 


(Millions of dollars) 


EK. BETWEEN CANADA AND THE UNITED KINGDOM AND OTHER STERLING AREA COUNTRIES 


A Current Receipts: 
1 Merchandise exports (adjusted) 895 reali 996 1,001 
4 Travel expenditures 4 8 10 13 
5 Interest and dividends 9 14 13 13 
6 Freight and shipping 141 153 139 119 
yf Inheritances and immigrants’ funds 45 48 54 39 
8 WASHS CLV COSiscarstcs-cosessstracecstccenscoeccecescacstecececeeccices 18 = = = 
11 All other current receipts 37 45 48 52 
4 12 Total Current Receipts 1,149 1, 383 1, 260 13227 
¥ 
B Current Payments: 
1 Merchandise imports (adjusted) woo... .ceecseeeeee 267 342 479 487 
4 Travel expenditures .............0..6 Nesonr eet svsesesacsedsctns 4 12 16 21 
5 MNVETES GANGIGIVIGENAS eich cicccicscsecesscccsescoscsssecsos 55 54 51 56 
6 TMOLE DECADES HUDDING...sccttescesscsscsscondvtheassececesevaces 38 37 41 37 
¥( Inheritances and emigrants’ funds..........ccc.ceceee 3 8 8 12 
8 WialheO XD CIIGICUPCS ccs ccsasvtececrcesstecerecnacatecvcectoccesecccoce 73 _ - ss 
9 OPELCTAIGCONUIDULIONS cn..htsusssecesosccccscsesacececeseseass 5 ae = = 
] 11 All other current payments.............ccssccccssscceeeveee 40 55 50 43 
: 12 Total Current Payments ................cccccccssscceseee 485 508 645 656 
Balance on Merchandise Trade ............ccccsscccscoesnee +628 +773 +517 +514 
Balance on Other Transactions, excluding B9.... + 41 +102 + 98 + 67 
OTTICIM EC ONTELDUCTONS a sreatsctatortococccscosesuonteseteasscosooses = 5 _ - — 
(e, Current Account Balance .................sccsccscsesssceeceeess +664 +875 +615 +581 
D Capital Account: 
Direct Investment: 
1 Direct investment in Canada... eceeeeceees “Pa 2 +3 + 10 + 13 
Direct investment abroad ..............ssecceesseeseeneee - 10 - 3 - 2 = 33 
E Canadian Securities: 
a 3 Trade in outstanding issues ..........secccscecceeees - 48 = tal = El ZG 
4 New issues - - ~ = 
i) Retirements - 77 - 42 - 14 - 10 
Foreign Securities: 
6 Trade in outstanding ISSUES .............esesccessveee + + 3 + 2 + 2 
, 8 Reb INe CIES Meet foster ees ccccececeasesacncssreneuceoseses eam + 1 aay 4 
Loans and Advances by Government of Canada: 
9 PAW 2Srcceatcccueaccrsasstsctt-accebvasassacoubatecsoscssasssasere - 540 - 423 - 52 - 120 
10 Repayment of post-war loaMms..........ssssccccseesee — — ~ - 
- 11 Repayment of war loans ............ccsceccsscsesssseevees + 89 +104 + 64 #8 
4 2 British Financial Settlement and Interim Ad- 
vi ViATICES (NCL)! Screvcocnceccccccossccosconebasecsssccsscasesees + 38 - — = 
14 Change in Canadian dollar holdings of foreign- 
Soaks SRS ee een crosscsusteostes 32 aid: = ht) + 62 
17 Other capital MOVEMENtS ...........ssccceeresereeeeeceeeeees 1 + 16 + 18 =i sail 
E Net Capital Movement exclusive of change in of- 
FICIAUNOIGINGS OL SUCTIING <2....0cscrs-cesnsvscncwsooessonve -507 - 356 ae - 93 
F Balance to be Settled (C+E) ........:ccceseeceseseessereeeee +157 +519 +618 +488 
G Balance Settled by Exchange Transfers: 
1 Official settlements - 150 - 505 - 597 - e 
2 PIV ALS SCLELEMCIUS)...ccrocereosccccersecsceserecncencorrancsens - 23 = 13 = 25 - 
H  2| Change in Official Holdings of Sterling (F+G) .. - 16 a ef is oe 


Total 

1950 1951 1952 1946-52 

670 901 1,020 6,598 

10 11 13 69 

14 34 36 133 

19 114 115 860 

13 17 21 237 

= < = 18 

38 45 43 308 

824 1, 122 1, 248 8, 223 

643 127 535 3,480 

24 25 30 132 

54 57 56 383 

39 48 44 284 

11 11 13 66 

_ — - 73 

= — 15 20 

52 55 63 358 

823 923 156 4, 796 

+ 27 +174 +485 +3,118 

- 26 + 25 + 22 + 329 

at = gd 5) = 20 

+o +199 +492 +3,427 

+ 19 + 30 + 14 + 91 

= =an6 = 6 - 34 

Sass = 16 58} = BRI 

40047 co et + 8 

- 419 - 24 “aw = 195 

+ 1 _ + 3 + 12 

+ i + el _ + 10 

<aee50) = - -1,185 

= + 14 + 14 - 28 

+ 51 + 34 + 23 + 370 

— = _ Ta RSS 

+ 116 - 128 a 74 ao 35 

= 39 + 82 - 48 + 3 

+ 41 = 206 - 34 - 952 

+ 42 +193 +458 +2,475 

to “68 -501 | -2,498 
- 18 = EL 

+ 28 +17 PetSole 25 
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TABLE II. Comparison of International Transactions with Principal Countries and Areas by Years 1946-1952 


(Millions of dollars) 
F, BETWEEN CANADA AND OTHER O.E.E.C. COUNTRIES 


1946 1947 1948 1949 1050 1951 1952 


A Current Receipts: 
1) Merchandise exports (adjusted) .............ccsceeseee 
LTA VC] OXPENGUUPOS coo eersececoceusecovenscerssereceseresececees 4 
S|) einterest andidividendSiixter..crsscsc-csccnctectreresceerseces 13 
Gi sebretghtiandishipping merccscsccseseestacseceeetcesteneeees 43 
7| Inheritances and immigrants’ funds ................0.0 1 20 
Ld) PAL othericurrent receipts geacsccrcscsseserreescevesnncees 4 9 
12 Total Current Receipts 00.0... cescsssssseseseeeeees 374 561 
B Current Payments: 
1 Merchandise imports (adjusted) ..........cccccssssseees 38 64 45 719 113 173 149 
Gi TraVelcCXDONGUAITES: .-.cccesvevseseccsacsatasescecvesssexenstcette 1 2 4 6 8 8 10 
Dp MAMUELOS Ua NdeGhvidENdS Fasccsec.cossccscscrs-cessscersostrresees 5 7 5 7 8 9 11 
Gl Bbbelehtiandi shipping ie ar-..cccccessssiecosssersccsesseceonstectes 9 14 15 16 14 21 19 
7| Inheritances and emigrants’ funds ................0.0 1 2 1 2 2 3 3 
Oi” (Warlexpendituress .......<.0ceccsessss<sesececesco-scettraeessvessere 31 - = = = = 
Oil me OLHoralicOnwiDULIONS c.7,.cce-cccesesteseetsescersessesestererses 34 “if 13 1 2 - a 
ff PAN other currentipaymentsita...ceecerccer cece 7 11 9 8 10 14 33 
12 Total Current Payments .............0.::csssesccenseeeene 126 107 122 119 157 228 226 
Balance on Merchandise Trade ............cccccccssecseeseee +283 + 269 +221 +167 aS +193 +323 
Balance on Other Transactions, excluding B89 .... sil + 14 ap a ap aly) + 23 + 30 + 13 
Official€ Contributions crceesnse see - 34 - 7 - 13 oil = = oa orel 
Cc Current Account Balance ..............scssssescsserseseesesrees +248 +276 +226 +185 +108 +223 +335 
D Capital Account: 
Direct Investment: 
1 Direct investment in Canada............cccsssseseese ! _ - - - 3 Oo EAS) + 12 
2 Direct investment abroad .............cc.cccsssssessesene - _ - - 2 =) 22 = 545 = 2 
Canadian Securities: ’ 
3 Trade in outstanding issues ..............cccscssssseee a i - = il = el ee + 34 acl ts) 
4 NO WISSUCSWracsoronssccteseeatteaceeiiee ne eercaeeee ~ _ = - - - aa al 
5 Retinemente gre ccc oneeecyesthcere terete sec res - 2 - 9 - 4 areal om: nae sig Al - 5 
Loans and Advances by Government of Canada 
9 PAW INS ee wreces-cssaseecsssoenrce eereen a ee ee _ - 
10; #Repayment of post-war loans oo... cscs + 13 + 16 
14); Change inCanadian dollar holdings of foreigners - ll - 5 
17; Other capital movements ...............cccscssccsseecesseseeee = oe zines] 
E Net Capital Movement ..0...........cccccccsssscssssessscesecesees 
F Balance to be Settled (C+E).......c..cccsesssssccsssseseeseee 


Balance Settled by Exchange Transfers ................ 


Total 
1946-52 


2, 234 
20 
65 
250 
GZ 
45 

2, 686 
691 
39 
52 
108 
14 
31 
58 
92 

1,085 

+1, 543 

te LG 

- 58 

+1, 601 

+ 21 

- ba: 

+ 43 

+ 1 

- 24 

= Lolo 

> 74 

- 4 

- 19 

- 292 

+1,309 


- 1,309 


4 
a 
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TABLE Il. Comparison of International Transactions With Principal Countries and Areas by Years 1946-1952 


Current Receipts: 


Merchandise exports (adjusted) 


4 ANSEN TSN Ge COX) 0 UT Coho eee ee 
Oily) Liverest and dividends. ....--.........csscsececcssereeesetenciee 
OR ME TELENU ANG: SNIP DIN G5. fect.sssscashccceaceressenensseeceens 
7| Inheritances and immigrants’ funds.................... 
1G) Allvother’ corrent-receipts) ©. 2.........cccccosscsaseecnsecsoss 
12| Total Current Receipts .............ccccscsssccseceeseee 
Current Payments: 
a Merchandise imports (adjusted) oo... eeeeeeee 
4 PLAVEMC XD CNGULUD CS ix. .c..s.ctextossesesiesaisse sccscosocoeserecas 
Dime IMberest, aNd dividend S.............ecsecsevssacensesssaaeasae- 
6 Bele RGA SUID DENE clocc. ccssots.ese0cc do ctbassscncceveshazs 
7| Inheritances and emigrants’ funds.................00.. 
9 OMMICiAlRCONUTDULIONS |... .caacu<-nsnnesorasonvensesecsazacsen 
Pi) All other current payments ...............ccsssesessseaavsss 
12 
Balance on Merchandise Trade ...........cecesesseceeees 
Balance on Other Transactions, excluding B9 .... 
PiICl AR COMtEDULIONS |. ...ccece-t.-<ssoncssnbicensccecdeesepesnaci 
Capital Account: 
2 Direct investment abroad ................sssssssesseoes 
3 Trade in outstanding Canadian securities .... 
Foreign Securities: 
6 Trade in outstanding isSUeS.............ccssceeeeeee 
i UNG WEUSS MCS evans ectencssnancnceane>q2=r-esencsagnecasoeeacevercnaps 
8 RODIN CMPC TUS tas iacsesasasncdpenncessecaroatesncesneceenosenonss-== 
Loans and Advances by Government of Canada: 
9 DG RAVES Mecwescaatcaessrocnecpetniscratoessssanssschanadsnasunass¢s 
10 Repayment of post-war lOans 0.0... eereeeeeee 
11 Repayment of war lan ...........cssecsseeeersetereeees 
14 Change in Canadian dollar holdings of foreign- 
17] Other capital MovemeNts............:ccsccseseeseeerereeerees 


Net Capital Movement ..............-ccccceceseseceeesesessenseaee 


Balance to be Settled (C+ E) ..........:ssccseseeesseecseseees 


Balance Settled by Exchange Transfers........... Sobsan 


(Millions of dollars) 
G. BETWEEN CANADA AND ALL OTHER COUNTRIES 


214 


31 


32 


11 


11 


231 


267 


12 


10 


ruiz 


349 


+150 


Total 
1946-52 


96 


> 
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—" 


15 


17 
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TABLE Il. Annual Statements of the Canadian Balance of International Payments 
with Principal Countries and Areas 1946-1952 


Countries| States | Kingdom 


(Millions of dollars) 


1946 
Other | Other All 
All United} United terling O.E.E.C.} Other 


Current Receipts: 


Merchandise exports (adjusted).......... 
Mutual Aid to NATO Countries .. 

Gold production available for export... 
Travel. CXPCNaitures).....scssccescecaccccevencses 
Interest and dividends 
Freight and Shipping ..ccccs.csccscsestessscsesse 
Inheritances and immigrants’ funds.... 
War services 
All other current receipts an ceeas 


Total Current Receipts .................... 


eoceee 


Current Payments: 


Merchaudise imports Seneca le Reccactee 
Travel expenditures... aera 
Interest and dividends .. 
Freight and shipping .. Rees 
Inheritances and emigrants’ “funds. werecs 
War expenditures 
Official contributions 
Mutual Aid to NATO Countries ........... 
All other current payments .............. 


Total Current Payments 


ing B9 


Prrrrrrrerrrirt ri rrtririeriitirrrrritittrrtrtr irri 


Current Account Balance 


Oh een eneepoceesorceonos 


Capital Account: 


Direct Investment: 
Direct investment in Canada . 
Direct investment abroad ............0... 


Canadian Securities: 
Trade in outstanding issues............. 
New issues 
Retirements ............... 


Foreign Securities: 
Trade in outstanding issues............. 
NeW ISSUOS 5 aici pave veut veces 


TUCUREMONUS se serrecer cee costsccesseeeace 


Loans and Advances by Government 
of Canada: 
ra WAN BS! ccc cccscccacsscesecesescceods stateos ects ss 
Repayment of post-war loans... 
Repayment of war loans ...........c..000 
British Financial Settlement and 
Interim Advances (net) .. 


Canadian Gold and U.S, Fraee subs 
scriptions to International Mone- 
tary Fund and Intemational Bank 
for Reconstruction and Development 


Change in Canadian dollar holdings 
of foreigners 


Corer re rete rererer errr re rery 


Refunding loan proceeds set aside 
for retirements 


Hamer eeneseenseneneseeraevessepees 


Net Capital Movement exclusive of 
change in official holdings of gold, 
U.S. dollars and sterling 


Balance to be Settled (C + E) ........000.... 


Balance Settled by Exchange Transfers 


Change in Official Holdings: 


Gold and U.S. dollars 
Sterling 


2, 393 948 626 269 321 
96 96 - - _ 
221 216 3 1 1 
70 47 7 2 2 
311 101 107 34 45 
65 19 45 _ 1 
24 6 18 _ - 
185 134 34 3 4 
3, 365 | 1,567 840 309 374 
1,822 | 1, 378 138 129 38 
135 130 3 1 1 
312 250 54 1 5 
219 169 32 6 9 
35 31 3 aa it 
127 23 133 _ 31 
97 - - 5 34 
255 193 37 3 7 
3,002 | 2,174 340 145 126 
+ 571 }- 430 +488 | +140 +283 + 
SBS: a bis + 12] + 29 =p ied! + 
- 97 _ =) |S 5 - 34 - 
+ 363/- 607 +500 | +164 +248 + 
+ 7°40 38 + 2 - 
= 14 |- 7 - 10 = + 
+ 194 /+ 241 - 48 5 geal) | 
ue PAS Ie Bake = ae 
- 539 /- 460 - 77 - 2 
+ 25 |+ 21 ot 1 = su 
4|- 4 = = 
eel) it 6 + 5 ane + 
- 750 - - 540 - 188 - 
+ 94 _ + 89 ze + 
+ 38 - + 38 = 
- 8 |- 8 = = 
teat ONl tn ou + 32 oP oe A 
= 7 |+ 8 Ee cecal - 
- 630/+ 80 - 5307 -177 - 
- 267|- 527 +157 + 71 + 
aa 276 143 - V1 - 
= = =eecol = = 
- 6 | > - 16 & 


A-H For notes applicable to this Table see notes to Tables I and II. 


Area |Countries|Countries 


229 


All 


2, 723 
99 
251 
64 
322 
69 
220 

3, 748 


++) 
uo 

ro 
noo 


743 


United | Unite 
Countries| States | Kingdom 


1,061 
99 
241 
36 
104 

18 
153 

1, 712 


1947 


d Other 


749 366 
ff 1 
8 6 
114 39 
47 1 
42 3 
967 416 
182 160 
9 3 
58! 1 
32 5 
8 = 
50 5 
334 174 
+567 | +206 
+660 -tesG 
+ 633 | +242 

+ 3 

= 8ea, 

- ll 

= 42 

+ 3 

5 oe oa | 

- 423 

+ 104 

ee. 

+ 16 

- 356 

+519 

- 518 

# z, 


Sterling]/O.E.E. .C. 


Au 
Countries 


++ 


+ 


451 


21 


492 


14 
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TABLE III. Annual Statements of the 
with Principal Coun 


Canadian Balance of International Payments 
tries and Areas 1946-1952 


(Millions of dollars) 


+ 
Other 
United ; All United United Other Other Au 
Kingdom | Sterling | O.E.E.C. Other ; : Sterling | O.E.E.C. Other 

Area Countries | Countries Countries States Kingdom Area Countries | Countries 

221 

2 23 if 

6 4 16 

32 30 30 
8 1 3 

44 4 4 10 2 ee) 158 49 3 4 8 
922 338 348 292 4,089 2,269 897 340 304 279 
287 192 75 247 2, 696 1,899 300 187 79 231 
12 4 4 i 193 165 17 4 6 1 

50 1 5 2 390 325 55 1 a 2 

34 if ES 10 253 193 32 D 16 7 

“if 1 1 4 59 44 10 2 2 1 
= - 13 10 6 - _ - 1 5 
46 4 9 15 315 244 37 6 8 20 
436 209 122 3, 912 3, 912 2, 870 451 205 119 267 
+416 +101 + 221 + 293 a VASE SWS + 401 + 113 + 167 - 10 
+ 470 + 28 + 18 - 110 =e 908) = Pi! + 45 22 ae Te) ae ACI 
= ~ > 413} - 6 - 6 - - - = 3 =i 
+ 486 +129 + 226 + 3 + 177 + 601 +446 +135 + 185 mie 74 
+ 10 — _ + 94 + 84 + 3 Say 953 - 

5 ?: _ + 2 a 13 + 16 = tS = 2 ae ees 
a = 1 a7 3 oF 8 + AD) = 16 = 1 — 

- _ - TanLOS + 105 - — - 

- 14 ~ 4 - - 147 = 136 = ret - 

+ 9 = = ote 22 + 19 eos — ie al 

= = = - 4 2 4 = ae = 
| = = + 2 1 Swit - = 

- 52 - 67 - 23 = 120 - - 120 _ = 

Be + 16 = + 13 —- = cee! co aa 

+ 64 - im sills (et. ss a ¥ g 

- 20 + 10 + 3 ef: 40 = 8 + 62 by, whZ - 2 

= == = - 13 = 18 — ae = 
+918 rs =a Py ‘ 62 = 20 - 27 oe 5 eat 

+ 3 - 51 - 22 - 49 + 64 = 93 =e 9: Sb ir 
+618 + 175 - 419 + 128 = wood + 488 + 172 + 5 

- 622 - 1%5 + 19 - + 671 - 494 - 172 eet) 

= = + Bel 34. + 134 = as = 

tA = - . 6 - é = _ 


D 


af 


rOADUPWNH 


—_ 
iS) 


tend 
KFPOUDWDUrhre 


_ 
Le) 


wore 


Oe Ww 


15 
17 
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TABLE III. Annual Statements of the Canadian Balance of International Payments 
with Principal Countries and Areas 1946-1952 


(Millions of dollars) 


1950 
al |p Geta ]oypaine yen lo a 
Countries States Kingdom Area Countries | Countries 
A Current Receipts: 
1] Merchandise exports (adjusted) 3,139 2, 046 469 201 200 223 
2| Mutual Aid to NATO Countries 57 = = ot oe = 
3| Gold production available for CXDPOFt ..........ccsesecccerererseersrerssersraceess 163 163 - - — _ 
ANN STP AVeEIVEX PONG ICULES cecssnsccvacesacecnsascsvsansnccesascracossserecetecsenestectsecsavancnted 275 260 7 3 4 1 
Hil nberestsand GLvid@Nds v ncccceaccsssssesesescccresesstenatccsroneduseracassesceeccearrenrars 91 50 6 8 14 S18) 
Gil Preightiand shipping yi cpcccceccccecevecesexostssvesvacsscevaseecucsesacazcnececesscs 284 i lesyyy 61 18 24 24 
7| Inheritances and immigrants’ funds 57 31 12 1 11 2 
& 231 170 35 3 12 11 
12 4,297 2, 877 590 234 265 274 
B Current Payments: 
1 Merchandise: imports (Adjusted) sasccccccrcssosscsessncvccocecsscccncncsecerscesaneete 3, 129 2,093 399 244 113 280 
4 Travel OxpenditureSiscars-ccrccrtscerscssseesvosccacarececederousvercuvetenscasssseeeentros 226 193 19 5 8 1 
0 Interest And (GIVIAGENAS /Asvcec<-csocorcsscecsrecusice scecseccecacatsecscvermescosccnsseoseete 475 411 54 - 8 2 
6 Hreight wndvshlppingi..ccc..se-sversescsdcctecccsssssecresserecsteh 301 240 36 3 14 8 
7 Inheritances and emigrants’ funds 61 47 10 1 2 1 
Bil, LWA EXPONGIFULES <<.<<cncvcssacsecss<casescensscdaccacesnssussseusscacuacseacentsuesvccsesesces - — = — = _ 
9 Official’ cOntriPuUblOns cu. .caccsscusecersteecreces -oaserenacerteesecseteetuccescacssaveecses 5 _ — = 2 3 
10 Mutual Aidito(NATO Countries: ...c..:sccsuscossesscccsseresss ssesesasavexenessxedeses 57 _ _ = - _ 
11 AlT-otherscurrent! PAYMENUS cere ocexatescossexe-scereoscacsvsscceccdastoccersssatverevss SL 293 48 4 10 22 
12 Total: Current. Payments’ <...scciscccscovoseccsscsosvecosscecossteesdvoscocsareconseos 4, 631 3,208 566 257 157 317 
Balance: on Merchandise! Trade <.:..:ccccccssssereconsssienacocesesencssnesoncsssececseos + 10 - 47 + 70 - 43 + 87 - 57 
Balance on Other Transactions, excluding B9 .... - 339 - 353 - 46 + 20 + 23 +17 
Official Contributions ys cccccssessvcccssesescssseveretseecscoccsasesesscaveversvesstssssanaces - 5 — _ - - 2 13 
Cc Current Account Bal ance: sisiev.csiccscccsce-svcesksscsscenanconceseucencnste sonesescacsnesen - 334 - 400 + 24 - 23 + 108 - 43 
D Capital Account: 
Direct Investment: 
1 Directiinvestment ini Canad aycccssscnscsenccacsveccucscsereracstesonesssctuctcees ae pHa + 200 + 19 San prec = 
Direct inves tment:a broad cccccc.cseresccecacescceverscettessecersecveeenstiesseese + 36 ae Dl - —3 2 + 1 
Canadian Securities: 
3 Trade in outstanding issues + 329 +362 - 35 +1 2 — 
NOW ISSUES ¥eicccsscccnconsscesscssscsacasarcerosecoseces: scstecnsopeasadtntvasseseterecesecesse 280 + 210 = - _ 
5 RE LIPEMONES c.ccccsccsctacvantaverd sete ceettrcossscasvacsisrosecerercctastencdeestescaeaes - 284 - 263 - 19 2 - 
Foreign Securities: 
6 Tradesin, outstanding issuessn.cssccaccsscecosteectesees acetic ctsneresosevonse + 70 + 68 +. YI — + 1 
7 New issues = 2 = 2 = = —- 
8 Retirements + + 7 So | = iz 
Loans and Advances by Government of 
Canada: 
9 DTA WAN ES... scocencansoncevseaetcreetaestentatensseaetacsta cei busdneteccemoccneestoieeassotete - 50 - - 50 - - 
10 Repayment of post-war lOans w.iccccsescessseceesssseceeee + 23 — _ + 16 +307 
11 Repayment Of war loansinacs.cemctccrcssscsteoecn ett saaéscasessacsesceeee + 51 - ee Ok = = 
14 Change in Canadian dollar holdings of foreigners ............ssee+000- teoos + 89 + 116 ae ge a 
15 Refunding loan proceeds set aside for refirements ............-.s.s-+ + 18 + 18 _ = Le. 
Ly, Othericapitalimoyementsecscsscscccscttecsesncete crate setesceccappecsercernnceetce + 192 +e23l - 39 - 2 + 2 
E Net Capital Movement exclusive of change in official holdings of 
SOLU Stdollarsh andesteniingpae crt ate. ese enc een neee + 1,056 + 961 + 41 + 36 + 18 
F Balance to be Settled (C+E) ooo. uccscscccssescccsecesccecorssssscevereoseee + “ee + 561 + 42 + 144 - 23 
G alance Settled by Exchange Transfers ............cccccccccsccscsssseseseseses _ + 133 - 14 - 144 + 25 
H Change in Official Holdings 
1 Gold and U.S. dollars 694 + 694 — 
2 RVOLLING Metransserteasinetcrracamrnare vata chee ee 


ee laa 
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TABLE Il. Annual Statement of the Canadian Balance of International Payments 
with Principal Countries and Areas 1946-1952 
(Millions of dollars) 
1951 1952 
: A Other Other All ; , Oth Oth All 
All United United : All United United as er 
- : Sterling O.E EG; Other : é Sterling O.E,E.C. Other 
Vorenie®)|| Stakes Kingdom Area Countries [Countries carer States Kingdom Area Countries | Countries 
3, 950 2,326 636 265 366 30M 4, 336 2,345 T21 293 472 499 |A 1 
145 _ =~ — =— = 197 = = C. = 2 2 
150 150 _ _ = ~ 150 150 _ _ _ - 3 
274 258 8 3 4 1 276 258 10 3 4 1 4 
MAS. 57 30 4 14 10 146 87 29 Zh 13 10 5 
351 164 91 23 40 33 360 163 95 20 43 39 6 
Ue 32 14 33 22 6 81 38 18 3 20 2 7 
2 & = = 2 = =. = ee Ee = A» 8 
249 191 42 3 5 8 oS 250 38 is 9 11 Ld 
5, 311 3,178 821 301 451 415 5, 859 3, 291 917 331 561 562 12 
4,097 2, 842 417 310 173 355 3, 846 2, 813 350 185 149 349 |B 1 
280 246 20 5 8 1 336 294 20 5 10 2 4 
450 382 Oni _ 9 2 413 344 56 - 11 2 5 
354 276 43 5 21 9 358 288 40 4 19 7 6 
70 55 10 1 ) 1 94 wa 12 I 3 1 1. 
= sats — = = a eae 5 a, — — = 8 
9 - _ _ _ 9 16 _ _ 15 1 - 9 
145 = _ — = _ 197 - == - _ - 10 
423 328 51 4 14 26 448 328 57 6 30 24 11 
5, 828 4,129 598 325 228 403 5, 708 4, 144 540 216 226 385 12 
- 147 - 516 + 219 - 45 + 193 + 2 + 490 = 468 $P30t + 108 + O20 + 150 
- 361 - 435 + 4 + 21 | + 30 + 19 N45) 385 = se) 13 Ry OAH 
etd - - — - - 9 - 16 - - - 15 - 1 _ 
- 517 - 951 + 223 - 24 eee +12 + 151 = 853 + 377 + 115 + 335 +177 |/C 
+ 309 + 210 47 OU + 9 _ + 332 + 306 + 14 +, 12 —- |D 1 
ne W748) - 4 - 6 - 5) ee tg) - 64 e 42 - 6 = 2 =e 2 
+ 38 + 20 - 16 + 34 - - 95 - 105 - 3 8 + 5 3 
+ 411 + 404 + tf - - + 319} + 317, + 1 Al — 4 
- 184 - 159 - 24 - 1 _ - 89 “ 75 = 9 - 5 — 5 
teal jee welts! _ = =) S + 10] + 7 + 3 _ _ 6 
ey 4 = a _ “ee 20 Pe 5 ~ - = 5 7 
anes + | — - _ - _ - = 8 
== = = = = = = a = - 9 
534 _ 14 + 13 + 7 33 = se US + 16 - 3 10 
+ 134 — 34 = = 23 = + 23 — = 11 
- 192 58} - 128 ns i! - - 66 = 36 yei775} - 5 = 2 14 
% be ox x = = _ _ - 15 
63 - Hf 
qe seas! J Oo + 82 - 2 er i ie - 497 a 442 48 + 5 12 1 
= eee ee Lf |B th 
+ 5B + 554 + 6 + 37 = ihe Shc d |e 75 34 + 30 5 
: 8 + 365 + 142 /F 
+ 36| - 397 + 193 + 260 see) Sia eee 8 tes 
= - - 365 - 142 |G 
_ + 436 - 176 - 260 - + 1,008 501 
=o — — |H 1 
4/39.) 4 39 a = = aT i) Ae ome 3 5 ; 
+ 17 - au is zi = = lige ee 
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TABLE IV. Quarterly Estimates of Current Account Transactions with Principal Countries and Areas, 1946-1952 
(Millions of dollars) 


1946 


II | Il | IV 


No. 


A Current Receipts: 


1 Merchandise exports (adjusted) ............... 557 577 604 655 598 735 721 681 od 7143 875 
3 Gold production available for export ........ 28 25 21 22 23 23 27 27 28 32 32 
4 Travel Expenditures ...........cscssccssssssersenesceess 27 49 105 40 21 46 41 23 50 160 46 
5 Interest and dividends. .... 12 19 19 20 18 15 22 15 17 15 23 
6 Freight, andi SHIDPiINg -...0-c-.seecccssncaceesccewsersas 15 TO) 80 81 74 81 83 81 83 82 90 
1 Inheritances and immigrants’ funds.......... 11 19 21 14 12 16 21 20 24 21 19 
8 WAP SOTVICESi. ccccsesstvocs- oc scccossceestensnraevercearssos¢ 12 4 6 2 = = = a = = pe 
Gl All other current receipts 49 43 45 48 57 40 Hf) 53 58 60 58 
12 Total Current Receipts .............ss:eeee vir 811 901 882 803 956 989 900 991 | 1,113 | 1,143 
B Current Payments: 
1 Merchandise imports (adjusted) ................ 363 450 463 546 542 688 669 555 676 653 714 
4 Travel expenditures ae 31 40 37 30 47 30 24 36 45 29 
5 Interest and dividends ............:::ccsseeseeeeerees 69 60 19 104 99 90 88 60 ital! 56 98 
6 Mreight andeShip ping ccccccssceccsncon-ceeesenceneccese 42 51 63 63 56 73 74 54 69 83 1S! 
iT Inheritances and emigrants’ funds............. 6 7 10 12 11 12 13 10 13 13 14 
8 War expenditures. .c...ssssecssccetercoeesavaverenatacest 66 40 15 6 _ - = = = = = 
9 Offieial Contributl Ons s.csecaereneseeccte cevasee ss 47 20 18 12 15 10 if 14 7 1 1 
ala All other current payments 50 59 67 719 714 fe 78 65 35 af 76 
12 Total Current Payments..................::00+ 670 718 155 359 827 992 959 782 987 922 | 1, 005 
Balance on Merchandise Trade.............::0:++ $1947) ovale 4 +109 +56 +47 HEPA |e liad) +55 | + 90] +161 
Balance on Other Transactions, excluding 
= [59 -44 | +102] - 22 
= T= AG ea i IPs a Loy lig ms 
Cc +30 | +118 +138 
A Current Receipts: 
1 Merchandise exports (adjusted) ................ 216 234 262 237 267 253 304 316 337 398 457 
3 Gold production available for export ........ 28 25 22 23 23 26 27 27 28 32 a 
4 MTAVeleexXpendituresicccs.--.suceteecte.<cusernt ees : 27 47 39 19 43 140 39 22 47 156 42 
5 Interest and dividends ae 9 11 10 12 6 7 11 10 TT 9 11 
6 Preight: and Shipping, v-.1--ccscestesssvursvacesseceeess 24 25 Qt 25 25 26 28 oi 30 34 36 
ai Inheritances and immigrants’ funds.......... 4 5 4 4 4 6 4 4 5 5 4 
8 War’ SCPrviCGS)..ccecccosssacssccscosssteecstocsccesssue ree 4 il — ~ — = = _ = = —_ 
11) All other current receipts 36 29 36 33 27 33 60 39 42 45 41 
12 Total Current Receipts ...............:ccceee 348 377 400 353 395 491 473 449 496 679 623 
B Current Payments: 
1 Merchandise imports (adjusted) ................ 273 333 350 422 428 537 489 497 402 458 446 491 
4 Meet haVelnexDONnGICULCsenersrerceercencenanre teeter 26 30 38 36 28 43 53 28 21 31 37 24 
Dijewunterestiand dividends: scccc-crccscsteest nerserss es 51 46 67 86 80 hl 48 69 42 97 45 83 
6 Preightvandushippingacescs-csenste certs 32 38 50 49 44 59 60 58 40 53 65 55 
7 Inheritances and emigrants’ funds............ 6 {/ 8 10 8 2) 10 10 i 10 10 10 
8 Warexpendituresi.scecscrcsce cesses = 22 - 1 _ - - - - ad _ - 
11 All other current payments ..............:0:000000 37 42 52 62 55 48 51 57 47 55 55 56 
12 Total Current Paymentts...............00:00 425 518 565 666 643 773 V1 19 559 704 658 719 
Cc Current Account Balance................:c:c:c0000e: -77| -141| -123] -266| -290| -378]| -220| -246| -110| -208 +21 - 96 


All The fourth quarter of 1947 includes a special refund of $30 million by the United States Treasury of war expenditures. 


ee i ee quarterly totals in the account with all countries will not add to annual totals since Mutual Aid to NATO countries 


A-C For other notes appliable to this Table see notes to Tables I and Il. 
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TABLE IV. Quarterly Estimates of Current Account Transactions with Principal Countries and Areas, 1946-1952 
(Millions of dollars) 


A, BETWEEN CANADA AND ALL COUNTRIES 


A el 


669 173 716 831 663 788 | 796 892 815 952 | 1,044 | 1,139 | 1,009 | 1,123 | 1,049 | 1,155 |A 


1 

31 32 35 41 41 42 39 41 37 43 35 35 41 35 37 37 3 

23 60 157 45 23 51 152 49 23 51 157 43 24 53 156 43 4 

17 26 14 26 13 25 16 37 16 25 19 55 17 31 22 76 5 

14 82 73 74 63 14 69 “18 68 81 96 106 81 93 89 97 6 

18 18 18 14 11 14 18 14 14 19 22 22 17 25 22 17 7 

Bs ae ae = = = = 2d = & = Es x = et = 8 

65 52 51 54 49 65 52 65 65 - 57 65 62 66 76 15 96 tal 

| 897 | 1, 043 | 1, 064 | 1, 085 863 | 1,059 | 1,142 | 1,176 | 1,088 | 1,228] 1,438 1,462 | 1,255 | 1,436 | 1,450] 1,521 12 


641 740 645 670 630 795 7196 908 946 | 1,193 | 1, 082 876 889 984 $6) 1,037 |B 1 
30 54 69 40 36 58 79 53 54 14 96 56 62 96 108 70 4 
15 143 79 93 94 120 17 184 100 96 SF 163 82 88 95 148 5 
48 76 65 64 48 80 91 82 59 93 102 100 61 94 101 102 6 
13 15 16 15 13 15 15 18 15 17 19 19 21 24 24 25 7 
= = <a = = = = = = = = =< = = = = 8 
a 4 = 2 1 3 = 1: 1 5 = 3 11 = s 5 9 
70 82 80 83 86 93 94 104 99 102 113 109 100 110 117 121 11 


877 | 1,114 954 967 908 | 1,164 | 1,152 | 1,350 | 1,274 | 1,580 | 1,508 | 1,326 | 1,226 | 1,396] 1,381 | 1,508 12 


+28 | + 33] + 71 |] +161 +33 = ou os a US -131 - 241 -38 +263 +120 +139 +113 +118 
- 8| -100]} +39] - 41 -77 = 190 - 10 - 157 - 104 - 106 -27 -124 - 80 - 99 - 44 - 100 

= - 4 = Sig - 1 =~ 3 2 eyes ae th - 5 = = 8! = LL = = - 5 
+20] - 71 | +110] +118 - 45 - 105 - 10 -174 -236 - 352 - 65 +136 + 29 + 40 + 69 +13 |C 


B. BETWEEN CANADA AND THE UNITED STATES 
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TABLE IV. Quarterly Estimates of Current Account Transactions with Principal Countries and Areas 1946-1952 


(Millions of dollars) 


1946 


cpa [mp3 


1947 1948 


I Testes agg IV 


RADU 


mMOOAWDUP-e 


ee 
N 


C. BETWEEN CANADA AND THE UNITED KINGDOM 


Current Receipts: 

Merchandise exports (adjusted) ............+ 
Travel expenditures. ........ccccccrccreseeeee 

Interest and dividends.......... ace so 
Freleht ANG SHUDPING ccecceecs<saucursvccbecussesrceness 
Inheritances and immigrants’ funds............. 
Wal SCRVIC CS cecesererncuccesongssserdsccacarnensosetecsuavsess 
All other current receipts ..........ccc-cccecesasenese 


Total Current Receipts .................sceseeeeee 


Current Payments: 

Merchandise imports (adjusted) ...............- 
Travel expenditures.......cccccccccrcsseeee 

Interest and dividends........... 
FTCISNE ANGUSNIDDING -cersccosetavencacsececcorcoracases 
Inheritances and emigrants’ funds 
War expenditures .............ecereees : 
All other current payments ..... ee 


Total Current Payments ...................csc000e 


Current Account Balance ...............:sseeseeeeeeeneee 


14 


+141 


154 168 
3 2 
3 il 
25 26 
12 10 
11 10 
208 217 
76 81 
5 33 
10 13 
9 9 
2 2 
9 ll 
111 119 
+97 +98 


als Al a 
Current Receipts: 
Merchandise exports (adjusted) ..........s00+ 49 69 716 45) 2 108 91 95 54 98 
Travel expenditures ...............cs000 — — 1 = - 1 - - - 1 
Interest and dividends . = 1 _ 1 1 2 1 2 1 1 
rei siitvanG*SHIDp ii Cecsresecvecvecessesssscecasssssoee df 8 10 9 8 10 11 10 ui 11 
Inheritances and immigrants’ funds .. — - — — _ _ _ 1 - 1 
All other current receipts... esceceeeesseeere a 1 a 1 - 1 i 1 1 1 
Total Current Receipts...................ssecccee 56 19 88 86 81 122 104 109 63 113 
Current Payments: 
Merchandise imports (adjusted) ..............+ 28 32 34 30 31 46 38 45 30 54 
Travel expenditures ........ me 1 - _ aa 1 1 1 — 1 H\ 
Interest and dividends . a - — - 1 _ - — 1 — 1 
Brelgentiand SUPP ING case cececcceccoveessencescasceessee 1 1 2 2 1 1 2 1 1 2 
Inheritances and emigrants’ funds ... - - — — = os = = 1 
Official contributions ................cceseeeees = 5 — = - - — - - - = 
All other current payments.............sscccseeseees — 1 1 1 1 1 1 2 1 1 
Total Current Payments ....................00000+ 35 34 37 39 34 49 42 49 34 59 
Current Account Balance ...............::.:ccccceeseeees 


Current Receipts: 
Merchandise exports (adjusted) ................ 
TTAVeEINEXPDENGICURES. ..scs.ssscvevesescsercessecteoecears 
Interest and dividends... 


Seuss 1 
Preven Gand) SHIP ING ccccectenccescescccceececartescccees 17 
Inheritances and immigrants’ funds............ 1 
All other) current receipts cicci.ssscceccsssresececees a 
Total Current Receipts ................ccccccceeeee 164 57 
Current Payments: 
Merchandise imports (adjusted) ............... 36 48 44 49 
Travel expenditures............ccccceeee — = 1 - 
Interest and dividends... 1 2 it 3 
Freight and shipping ..................008 23 4 3 3 
Inheritances and emigrants’ funds. a -- 1 _ 
Wat 6X DOnGICUPES taracc.csssecocescctessceon 743 A a 1 
Official contributions ......... 42 20 18 12 
All other current payments .............cccececeeee 5 6 5 6 
Total Current Payments ....0..............ceeee 107 82 80 14 
Current Account Balance. ........:c:cc0cc0ssscsesseavsee +57 +88 ssf! +84 +91 
eS aaa is 


E. BETWEEN CANADA AND COUNTRIES OTHER THAN THE UNITED STATES, UNITED KINGDOM, AND OTHER STERLING AREA 


Table IVE includes the non-sterling OKEC Countries. In this Table the first quarter of 1947 include i i illi 
: : as sb . é Ss aspecial receipt of $9 million from the sale 
of Canadian equipment overseas to UNRRA. The Second quarter of 1950 includes military relief refunds from OEEC Countries of i asizpronrs 3 $8 million. 
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TABLE IV. Quarterly Estimates of Current Account Transactions with Principal Countries and Areas 1946-1952 


(Millions of dollars) 


HKODOADUAH 


ee 
nN 
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TABLE V. Quarterly Estimates of Capital Account Transactions with Principal Countries and Areas 1950-1952 


(Millions of dollars) 


1950 SEI: 1952 


< 
I Ill IV I il Ill IV 1 Il ll IV 
eS 
A, BETWEEN CANADA AND ALL COUNTRIES 
D Capital Account: 
Direct Investment: 
1 Direct investment in Canada. .............+. #195) 4+. 531] + Bolle 45ile+ S6UGEE Tb ee 53) it also: ite aGs + “75 | 1030S 786 
2 Direct investment abroad ........ceceee | + 5 Ge OMe. SIGH [ess Za 3 | - 4|- 4|- 9 |- 6. |=) BLotl—— aon eee 
Canadian Securities: 
# Trade in cuetantie Reh ieee We) Sh ae SGU sees) ae aby || an Ge Si Se i ore Seo. Go ala 5} 
4 New issues.. Gpacseecesesaieaea + 17| +101) + 88|/+ 4] + 26) 155 + 76|+15¢4/+ 89]+ 161|+ 23|+ 46 
5 Retirements = 47 2 OT = 120 — 20ul— 2a Sita Ge On oneal ts e29 
Foreign Securities: 
6 Trade in eck as Pia tes ts |p Seem GIL Ge SSH ue SO) pars ap |ae ear 9G cewwer Mlle emi a Bip a) = 
7 New issues... coseeas “ - 1 — —|- 3 — |- 1|- 1|- 1 i=) 19) | 1 _ - 
8 Retirements Sm vat eee Ler ects eo Ce Sar aloe 3 — — — — 
Loans by Government of oe 
9 Drawings .. Ben een Pan O Ml ae O —- — a - - _ - — _ — 
10 Repayment ‘of post- war loans.. aeaeae a iio bya se} ies at) =e et NE Se lehen2 SS are 3S) == lt 24 
11 Repayment of war loans ..........ssseeeere Fe ee IES Shiyijae SURI SP Bqpae SAN Bia dae 2 EO Gs ie egy et 
14 Change in Canadian dollar holdings of 
POveL EMER See cee teeta ese esenactaese eeeeea ees £67 | 4 66) Fast = Sil = @20)) = Pas Ti ee saa lie 5) lite coultn Cake GG 
15 Refunding loan Lo i set aside for 
retirements .. a ee ee eee | ema _ _ — —- _ — — - =- — — 
17 Other capital movements + 99|+ 19] + 153 )- 9 [+ 321 4195 N= <9 4 205-176) hae SelismelO Onsen 24: 
E Net Capital Movement exclusive of change 
in official holdings of gold, U.S. dollars 
and Steriimeies tasssosceccete cect tsaterenarecettoe ines + 130| + 177| + 706) + 43) + 126 | +9979) 1G a9) | = 537-9) 6S) i- ee) eg 
Cc Current Account Balance ......cccceceeeee | - 45] - 105] - 10] - 174) - 236) - 352) - 65 + 136 | + 29st 40) 169)95 13 
H Change in Official Holdings: 
1 Gold and U.S, dollars + 93+ 69 | + 7001 - 158) - 92ier BL) =] Frit 17a te oe 40 EDT a thy 44 
2 Sterling seccces mersssectccssesesee cesses cent aduvens: weseentezael> AP War s}\ic Plc Souler uesy || aes GE) ae Slee ae Gk ie Beh Sula 2 = 


B. BETWEEN CANADA AND THE UNITED STATES 


D Capital Account: 


Direct Investment: 
1 Direct investment in Canada ................. fe CP yN SS A Mee seh Se OB e ae See tl ae teri aes aS) 
2 Direct investment abroad ............eeeeee a AB GE RS oe URN Se a 1 = |= OS eee Ss 


+ 
_ 
bo 
_ 
+ 
fo) 
wo 
+ 
a 
=) 
+ 
wo 
a 
+ 
= 
= 


Canadian Securities: 
Trade in outstanding issues ....... 
NEW ISSUES aasetaccevess cxsvexes covesceraces 
IRB Ie Tein Gs GeroMeroreeeices odmmcentenctece (por CIS Se tS Whee hes al) 


= 
oO 
_ 
Sa 
eo 
ee) 
= 
> 
+ 
nN 
[o>) 
fi) 
e 
or 
uo 
aie sine 
4 
a 
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ae 
+! 
(oe) 
Or 
a0 
a 
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w 
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161| + 23) +. 45 


oO co 


‘ 
nN 
wo 
' 
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> 
' 
uo 
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' 
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' 
w 
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1 
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Foreign Securities: 
Trade in outstanding issues ................. 
New issues 
Retirements 


loo mer) 


14 Change in Canadian dollar holdings of 
LOL SL ENETS hee cae oes ase soe os eseaee ae extn de aot vas 


15 Refunding loan proceeds set aside for 
PeEtinementSracrccsesosasvccncnecccasenweretcecectwocaces 


17 Other capital MovemeNtS ............cccceceeeeeers 


E Net Capital Movementexclusive of change 

in official poles of Ecole and U.S.dol- 
G Balance Settled by Exchange Transfers ...... 
Cc Current Account Balance ..................::sseeesee0 


H1 Change in Official apenas. s of Gols and 
U.S. Dollars .. ae 


H1 At September 30, 1950 there were abnormally large amounts of exchange in transit to the Excha i i 
: HI : , nge Fund Account which were not included 
in official holdings of gold and U.S. dollars on that date but are included in item H1 for the purpose of this Table. 

A-H For other notes applicable to this Table see notes to Tables I and II, 


e—_—- 
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TABLE V. Quarterly Estimates of Capital Account Transactions With Principal Countries and Areas 1950-1952 


(Millions of dollars) 


1950 


951 


1952 


f*[#[* 


1 
| II 


oc 


I II 


Capital Account: 
Direct Investment: 
Direct investment in Canada .........0........ 
Direct investment abroad .0........ecececeeeee 
Canadian Securities: 
Trade in outstanding issues... 
New issues 
Retirements 
Foreign Securities: 
Trade in outstanding issues 
IVOLIFCMONUS Besse. cca vccncvsectss tector asdessoncotravs 
Loans by Government of Canada: 
PE AWANE Steerer ccc ccsasscharsociet nakeeosiss 
Repayment of post-war loans 


Repayment of war loans. .........:.....00....c00e 


Change in Canadian dollar holdings of 
EOUCLEDECHS te meetter tence tern eee 


Net Capital Movement exclusive of change 
in official holdings of sterling.........00000...... 


Balance Settled by Exchange Transfers: 
OLEtCPAlmSELLVEMentS =o cs.ccsncereteccettacescavesennces 
IPELV ALE SSCLULEM CNES a terctc cece outset asssccccaccases 


+57 


Capital Account: 
Direct Investment: 
Direct investment in Canada ................. 
Direct investment abroad ................000 
Canadian Securities: 
Trade in outstanding issues.................0. 
INGIWF ISSUCSE i ccececesccccccns seonasseesscsussscessaseacre 
BUCCITOM CNU Serveeec st erccscsasccesspdecnesesveseaacscessnses 
Foreign Securities: 
Trade in outstanding issues................06 
ING WAUSSHCS tpererctcstectresetescescsescacesteccuccrnrerses 


Repayment of post-war loans by Govern- 
BIC TESOCEC ANG Gar atcsvsccucearossaudvessuvvussecesspsaen 


Change in Canadian dollar holdings of 
PORCU OMENS fo srsr ee esc cee conse oces teeesbececsesacnessbers 


Other capital movements..............:ssseceeeseeeees 


Net Capital Movement .............cccssscsssccseseveseeeees 
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Balance Settled by Exchange Transfers......... 


Current Account Balance 
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TABLE VI. Prices, Physical Volume and Terms of Trade of Domestic Exports and Imports, by Quarters, 1945-1952 


Interim Indexes, 1948 = 100 


L Price Indexes : ‘Torms Volume Indexes 
Year and Quarter of 
Exports Imports Trade Exports | Imports 
ie = ae 7] 
719.9 76.5 104. 4 94.1 95. 4 
91.6 88.0 104. 1 98.5 110.9 
100.0 100.0 100.0 100.0 100.0 
103. 3 102.6 100. 7 94. 2 102.0 
108. 3 110. 3 98. 2 93.6 109. 2 
123.0 2G. 2 97.5 103.5 L226 
121.8 110.3 110.4 114.9 138. 1 
Oso 74.4 10125 T3706 782 1 
76.8 Tse, 104. 2 118.8 719.2 
17.8 74.5 104. 4 Shak 80.8 
LA rea Tian 103.5 88.4 94.8 
80. 4 TOL At 104. 3 97.3 94.6 
84. 1 18.2 107.5 100. 3 109.8 
87.8 82. 4 106.6 88.5 102.9 
91.8 Siia9 104. 4 103.5 120.4 
93. 4 88.3 105. 8 94. 2 109.9 
94.6 92.7 102.0 105.8 111. 2 
98. 3 Sele 100.6 89.0 90.9 
98. 2 99.6 98.6 96.2 104. 2 
100. 4 99.5 100.9 98.2 99.6 
104.9 102. 4 102. 4 AESea7, 105. 8 
106. 3 103. 7 102.5 80.6 97.4 
104. 2 103.0 101. 2 95.6 109.6 
101.0 100.9 100.1 93a1 99.6 
103.5 104. 4 99.1 106. 4 100.0 
104. 7 107.8 97.1 80.6 91.4 
106.3 108.8 97.7 95.6 a, 
11053 110.8 99.5 93. 2 110.4 
ia Wa tats! 114.8 97.4 104.5 V1.1 
118.0 122.6 96. 2 89.2 116. 9 
T2255 129. 4 94.7 98.9 135. 8 
PASO) 127.9 SS 108. 2 AAS 
126.0 APL 103. 2 116.7 116.8 
124.8 Vie 106.5 103.0 118. 2 
22oee 111.0 PIOs 1 117. 9 140.8 
L20ci7 107.1 1 a / 113.6 140.6 
119.9 108. 1 110.9 124.8 151.4 


TABLE VII, Balances of Individual Items in Current Account Transactions With All Countries 1946-1952 


(Millions of dollars) 


Total 

1946-52 

AB 1/|Merchandise exports (adjusted) +1, 837 

2|Mutual Aid to NATO Countries + | 399 

3/Gold production available for export ... + 916 
4|Travel expenditures + 

5|Interest and dividends .... = 5e3 

6|Freight and shipping re on 

7\Inheritances and migrants’ funds ree 

8|War services : 

9 |Official contributions aaa 

10 |Mutual Aid to NATO Countries... Dae 

11] All other current transactions i a 

Cc Current Account. Balance ............ccccccccccscoocseneneses + 340 
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TABLE VIII. Percentage Relationship of Individual Items to Total Current Transactions With All Countries 


1946-1952 
= “} 1946 1947 1950 es 
A Current Receipts: 
1 Merchandise exports (adjusted) oo... cece ee re bas G29 73, 2 
2 Mutual Aid to NATO Countries — = aS 
3 Gold production available for export 2.9 256 30 
4 PET AV CLTCRD COLUM S wes eretndees secenevouSsuaseses ccc cccdecesets 6.6 6.7 6.0 
5 TNGETESE ANG! OIVIGEN OS oo. coc-<-s-2100sceaveeseceree-cecacecee Diet ihe tf end 
6 BYE ENU ANGUS LED DIN. ccs. cccciesseencts ese cvenscoscstoseccacors 9.2 8.6 7.4 
7 Inheritances and immigrants’ funds...........0........ 1.9 1.8 1.6 
8 WATSOLVECCS iecc-1-coes scr saresscnsstesctecsttnone OFT, - 0.1 
11 All other current receipts 5a ye) ae] 
12 Total Current ReceiptS ....0...........:ccccecsesesseeeeees 100. 0 100. 0 100. 0 
B Current Payments: 

1 Merchandise imports (adjusted) ..0..........ceeee 60.7 68.6 68.0 
4 Travel expenditures... 4.5 4.5 4.8 
5 Interest and dividends 10.4 9.1 8.9 
6 Brelehtrand Shippine ee.cccscssacesescessvscesseacessaseasee~coss ao Gao 6.7 
"4 Inheritances and emigrants’ funds.................066 ise? ieS 1.4 
8 WarseXDCMGLLULG Sai ccrsrt...screeeccneeeecscseers, secss rasccrenees 4.2 = 0.4 
9 OMMIUCTANICOMUTIDUGLONS ©... -ccssuversecssncsecctececessoeccece 3c 1.0 0.6 
10 Mutual Aid to NATO Countries 00.0.0... eee _ - ics 
ll AVINOLNeR Current PAY MENtS Tsetse ..cacetscoc-c-ceaceseeees 8.5 8.0 7.9 
A) Total Current Payment ................ccsssesesssseeee 100. 0 100. 0 100.0 


TABLE IX. Current Account Between Canada and All Countries, 1926-1952 
(Millions of dollars) 


Net Balance on 


Year Current | Current , treading . Wartime Grants oe 
Receipts Payments Mutual Aid and Mutual Aid Net event 
Exports of Capital 

1, 665 1, 538 ae) oleatt =— +127 
1,633 1, 643 - 10 — - 10 
1, 788 1,820 - 32 — - 32 
1,646 1,997 = sh ly! - -311 
1, 297 1,634 =) 337 - - 337 
972 1,146 - 174 = - 174 
808 904 - 96 - - 96 

8 29 831 = 2 =- - 2 
1,020 952 te 68 - + 68 
1,145 1,020 + 125 —_ +125 
1, 430 1, 186 + 244 - +244 
1, 593 1, 413 + 180 - +180 
1,361 1261 + 100 - +100 
1, 457 1, 331 ap AAS _ +126 
1, 776 1,627 + 149 - +149 
2, 458 1, 967 + 491 - +491 
3, 376 PR PAGE +1, 101 - 1,002 + 99 
4, 064 2, 858 +1, 206 = 518 +688 
4, 557 3, 539 +1,018 - 960 +158 
4, 456 2,910 +1, 546 - 858 +688 
3, 365 2, 905 + 460 . 97 + 363 
3, 748 3,699 a5 49 - + 49 
4,147 3,696 + 451 _ +451 
4,089 3,912 amr dad, _- Tn 
4, 297 4,574 J PAT = oF - 334 
Bie la b 5, 683 = 312 = 145 - 517 
5, 859 Sv o11 + 348 - 197 +151 


‘ 1. Including Mutual Aid exports. 
2. Excluding Mutual Aid offsets. 
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TABLE X. Estimate of the Canadian Balance of International Indebtedness 1939, 1945-1952 


(exclusive of short-term commercial indebtedness and blocked currencies) 
(thousands of millions of dollars) 


A Canadian Liabilities (Foreign Capital Invested in Canada): 


United States investment in Canada (Table XIIIB) ..........+... 4.2 on) ah 74 8.0 
United Kingdom investment in Canada (Table IRUEIC) Meccccsasvese 25D loa 1.6 18 
Other countries’ investment in Canada (Table XIIID) ............ 0.3 0.4 0. 4 0. 4 
Total — Non-resident long-term investment in Canada ........ 6.9 tpi) eet 10.2 
Equity of non-residents in Canadian assets SDPORG erercecere reer O22 0.2 0.3 0. 3 
Canadian dollar holdings of non-residents............ 0.3 Ons 0.4 0.3 
Canadian short-term assets of IMF and IBRD ..........:eeseeeeeeeeees = — - 0. 3 
Gross Liabilities ...................cscsccsssccssvsccsscssseccsccseronssesessorescsees 7.4 71.6 7.8 11.1 
B Canadian Assets (Canadian Capital Invested Abroad): 
Direct investments abroad (Table XI) ............ Spuccasctaceee nee 0.7 Om 0. 8 Gt 
Portfolio holdings of foreign securities (Table XI) .............-. 0.7 0.6 0.6 0. 6 
Government of Canada credits (Table XI) .......ccsscsssscesereeesers — 0.7 1.4 T39 
Government of Canada subscriptions to IMF and IBRD .......... —- - —- 0. 4 
Total — Canadian long-term investment abroad ..................-- 1.4 2.0 Zed 4.2 
Government of Canada official holdings of gold and foreign 
CXCHANGE cancccrerecesaetesacesscnecsecesererecetascecncvekewarscenncsercesesesesennctosee 0.5 1s Wf e333 1.8 
Other Canadian short-term assets abroad..........ccseeseeseserceeeeeseees - 0.1 _ Os3 
GOSS "ASSOLE ioe re crrrcrerrnccenccreeeeetetane sccsenteezertnectocscusereeeteerets 1.9 3.8 4.0 6.4 
Ganadian Net Indebtedness) iin <.....cc.c.ssscccevccossovascccnccceaaanse=seseressne 5.5 3.9 3. 8 4.7 
Note: Because of rounding totals may not represent sums of components, 
TABLE XI. Canadian Long-Term Investments Abroad?, Selected Year Ends 1939-1951 
(Millions of dollars) 
Direct Investment in Branches, Subsidiaries Portfolio Investments 
and Controlled Companies in Foreign Securities Government 
A of 
Location and Year Railways | Industrial | Mining othe Total Total Canada Total 
and and and Bancerne Direct Stocks Bonds | Portfolio | Credits 
Utilities |Commercial | Petroleum Investment Investment 
In all Countries: 
249 289 123 10 671 511 208 719 Hal 1, 421 
239 337 138 6 720 454 167 621 107 2,048 
246 414 155 1 822 426 153 579 1,816 3, 217 
276 553 91 6 926 417 161 638 2,000 3,564 
330 107 117 6 1,160 467 142 609 1,922 3, 691 
211 176 21 4 412 380 121 501 - 913 
212 214 25 4 455 317 92 409 - 864 
Paty! 272 37 5 531 283 83 366 - 897 
247 413 58 3 721 345 98 443 - 1,164 
298 533 ft 4 906 289 87 376 - 1, 282 
2 53 - 6 59 22 21 43 =— 102 
2 a = 1 54 26 27 53 561 668 
2 64 - 2 64 26 26 52 1,331 1,447 
73 58 - 1 59 21 19 40 1, 434 1, 533 
1 13 _ 2 714 Myf aye 34 1, 394 1,502 
7 30 17 2 54 4 15 22 _ 716 
7 34 28 2 69 “ff 12 19 — 88 
8 47 30 2 85 7 11 18 — 103 
6 51 19 2 16 6 8 14 - 90 
6 61 20 1 88 6 8 14 - 102 
31 30 85 - 146 102 51 153 31 330 
20 36 85 1 142 104 36 140 146 428 
21 31 88 2 142 110 33 143 485 770 
23 31 14 2 70 105 36 141 566 117 
26 39 25 2 92 155 30 185 528 805 


1. Excluding investments of insurance companies and banks, and subscriptions by the Go 
A Rens Aa earn arty 5 p y the Government of Canada to IMF and IBRD. 


3. Including investments in Newfoundland prior to 1949. 
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TABLE XII. Foreign Capital Invested in Canada, End of 1951 
Classification by Types of Security and Nature of National Own ership 
(Millions of dollars) 


Country of Ownership 


Total 
Non-Resident 
Investment United United : Foes 
States Kingdom | Countries 
By Type of Assets 
Bonds and Debentures: 
GOVEENMENEOLCANAAR seittesccecossrcasetttecsecesses sensi esensacsoost teeseocccdeveteMetocsvudvevectdivies 1,013 887 70 56 
SEO WAIICA 1S OV CLG ONG Siiarts ocean cass ob asi abs cissdsaencananavecuectesdvosesvecskessvcdensacsdveeserecseancies Ul: 732 38 1 
BVEEETINCI ND NV ULD Sircaceauwetecnessecorns ces sducsu sesceeveusseoosswenswanssoecscstesscussavosetosteoscseocssscecseoeceds 319 279 38 2 
SLC ATIMECAL WAV Siena tt ss cuoceretctes te svosecet ee teact oes sseeeesevesssansdesseanch oceocadneeueoscesvsceecbeatees 675 334 309 32 
HR ERICORDOTALIONS teesancecac ses sedocsecssscsesessteccecscveseseccouscascesevesesosecssbeduceresedsestesveeacess 690 560 105 25 
SRD SCOU AL re ree cree nee cet cnetc Mateo snccessesovsessisseces sdscstoedessecoushdindelveuccsncvasseaveseisusss 3, 468 2, 792 560 116 
Capitalscocksor Cana dian! Comp an OS i..cacsecevcsascvecescssesscnesccsseesssccsdescetecdoocses eve 4,736 3, 497 1, 036 203 
Other corporation assets 957 819 109 29 
MISCEMMNCOUSTINVESLIN ENCES? .cccarcecsocerteccccsceccocsevevecnocscscettectonsssencooteovocsasoennsesdbenctye 328 195 65 68 
Total Non-Resident Investment. ................cccccccccceesecessssrerscersceseceeeceeeterenseseers 9,489 1, 303 1, 770 416 
By Nature of National Ownership 
A, Direct Investments 
(Controlled in country of ownership) 
Bonds and Debentures: 
RS LRCEMEI ET RENO XU Sirah oe cee ce cae as oc eh ca casemate vscoeseulcaasavleisWavestivescvesssedvevestecssCesesevexcaaeass 36 29 7 es 
@ENOTEC OF PORAUL ONS terre ea oes csc arect cn crsecnsseseceac osns oa vacssienecoseasnwssesenunsanncccceacsdsTensenseses 357 333 1S) 11 
MST =COL AL rarer renctserccsoee corners costncse coseuaueesers casseics cusses voussves unsvecosiuereeseessecsescasersvaae 393 362 20 11 
Capital LOCK OL CANAGIAN COMP ANICS) s-.cccrreececescscedecveasscscaseseasvsecesnssscccssersererese 3, 185 2, 755 362 68 
DEH ETECONDOTALIONEAS SOLS caer cer irec recess vanced sun cacsoe coves tes uras goes dass snevesecscosie oo arececoners 940 805 108 27 
Total Direct Investments .... 4,518 3, 922 490 106 
B. Portfolio Investments 
(Not controlled in country of ownership) 
Bonds and Debentures: 
GOMER TIUIO FeO AT OG Der ccecc cect stscsccs:ccvsecsssesercessssesnoncenesscossssseevadaboessenececasesssoceses® 1,013 887 70 56 
PLOVincial ZOVEFNMENES .......cccccccssrrssccscssscscccccscccccsvcsceressecsrcenscssssesscvscenscsessescssees fi fa ioe 38 1 
MUNA CIP AUTGLE'S cesses osessescrvssacacenctsssecsseceontsconabersenacceecuesnssesesssosenscessnseasensossesecdnssvens 319 279 38 2 
Steam railways— controlled in Canada .........cescssessecereceseereeesesessenesstessenseenees 637 305 300 32 
controlled in other countries 2. — 2 a 
Other corporations—controlled in Camada .......essceeseessrsrsersesenenessnseneeseneceens 242 215 13 14 
Controlled in other COUNCTIES ............cccrccececerrnesererecsoees 91 12 719 — 
3, 075 2,430 540 105 
Capital Stock of Canadian Companies: 
Companies controlled in Canada 1, 434 724 601 109 
Companies controlled in other COUNtICS .....sscssseceeeressereseereensarensneecereetee sees ents aN by 18 73 26 
Other corporation assets* 
Companies controlled in Canada .........cceeseessesssersseeeesessensseteesnssssseressnarense sees 11 10 1 —_ 
Companies controlled in other countries 6 4 _ 2 
Total Portfolio Investments ............:..:eccccsccecececeeeceereeceneracesetsnesscesssecsssersesacens 4, 643 3, 186 15215 242 
C. Miscellaneous investments 
Real estate, mortgages, assets administered for non-residents, private in- 
Vestment COMPANIES, CEC. Liicrecccececsssseceeececeeerseecesstassesnerssecteessapeceseaseseesasarenss 328 195 65 68 
A, Total Direct Investments .......:::ccccssssesesesscseeseseerarsceceseeeecosseneaenaneracsenenensaseress 4,518 3, 922 490 106 
B. Total Portfolio Investments ..........::::cccceceseceseeecesesecsssseseecneneenanaensarersesraneateenens 4, 643 3, 186 1215 242 
C, Total Miscellaneous Investments ..........ccccccceecseseneeseersesessseseneneneeeterereceneeeesecees 328 195 65 68 
Total Non-Resident Investments. .........:..cc::cescssceseceseesceseesersennetneneesensensensn assess | 9, 489 7, 303 | 1, 770 Hi 416 


1. Includes some investments held by nominees for residents of other countries. 
2. Includes net assets of unincorporated branches and other long-term investments. 
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TABLE XIII. Foreign Capital Invested in Canada at Selected Year Ends 1926-1951 


Classification by Types of Investment 


A. Total NomResident Long-Term Investment in Canada Owned by all Non-Residents 
(Millions of dollars) 


Types of Investment 1926 1930 1939 1945 1946 1947 
t ae i 
GOVERNMENT SECURITIES: 
IBYovirh bay Yoval coe ses eee ee eee ees ee eer EON eR peeeaareececre 638 682 823 7126 750 713 823 975 1,141 
sero phates ey Serrano see Caen a Cec onctr Reese ence eo cere 422 592 536 624 594 551 528 534 565 
Iititee Kesar Wl eae gns aneck ras sy Saeecccecees mereeae er Sracoo chose ULE Seaeeee dee 374 432 344 312 267 264 248 246 256 
PEN Dace Pete Be. ai UR it seep ana, tentene Coe Reeeceerer ak 1,434 1, 706 1, 703 1, 662 1, 611 1,528 1,599 1, 755 1, 962 
PuBLIC UTILITIES: 
BRAUN rik fede ate cede ese ore rae Soceoree Ecce Perec ce ee eA cece Cee coe 1,938 2, 244 1,871 1,599 1,583 1,586 1,504 1, 445 1,456 
Bd 612) oy ala a) AB ot i ee te ee 5c EEO Cor PEE Spee sre 395 634 549 494 557 473 468 494 543 
SB et aN oot see cree eases snot ea wa ta ches sversactasesstsncnannnitess 2,333 2,878 | 2,420 2,093 2,140 2,059 1, 972 1,939 1,999 
Mant facturing: ce .c.-coccsececece-caaco-cccnteo-soe sce neutesatotetescsaarceuces ees 1,198 1,573 1,445 1,829 1,895 2,029 Avast) 2,539 Zn 108 
Mining anes mel GiM gs ccnc-c.cccpees cca eeesar ede se noce seas «endo aeeeoeoeanesees 219 334 329 403 386 396 424 494 628 
Mere anaisines ese eco rccxcasecevore tase tercmneetenest tae ros duet evasersossonsee 150 203 189 226 238 262 207 300 331 
PIN ANCLA eID SEIGUGLONS accse-seecee re cee Secuntaeteuecceceee-euuietanssn-caserece 344 543 473 §25 ay f 553 541 
Other EnGerprises: cosccc-ccsess-cencasecese an ete an est nasa ioc voneseuscaee 65 82 69 70 69 lt 78 
Miscellaneous assets so ncccpcnconsceencce csguhee -socatezedessaseaceascoasostp 260 295 285 284 282 290 298 
Total Investment scx <cc.ccccoticcceececs sep sees se oes ssdscasescseean ss 6, 003 7, 614 6, 913 7, 092 7,178 | 7,188 | 7,506 
i fas + zl 


B. Long-Term Investments in Canada Owned by Residents of the United States 
(Millions of dollars) 


Types of Investment 1926 1930 1939 1945 1946 1947 
GOVERNMENT SECURITIES: 
TIOMINIOMG =. ee emer ee ete en Te bok Ree Sats ceeds ane onto se 382 440 567 682 701 | 665 7175 
EPO VAM CLAN ecterns, eens, areca ence ee ee ence Ae Uae 342 517 473 574 554 | 515 494 
IU LUT GEIO OOF Less jevet aren 5 9 Bee nce eRe ROE, orice coe PRE Ee RRP SER eee 185 248 181 194 183 207 198 
UO a nec ceree ee ceeee ng cha ear sence heen eee mens cetacean ce etna eee 909 | 1, 205 1,221 | 1,450 1,438 | 1,387] 1,467 
PuBLIc UTILITIES: 
FRED WAY See se coe oeh oo oe pce ca ete t uad soup son data fera staves scdenakaceeeeek 510 832 588 720 Wika 724 718 
DAG) Present reese eee Acree a ence ee eee a eer see eee eer Re eRe 290 522 432 375 441 372 372 
MOU RL aeoe oats tee aces ect at eect ctow cunts cave cate van ecendennwesssteneoaees 800 | 1,354 1,020 1,095 1,158 | 1,096 | 1,090 
NGS CUD UI acs cect ceaps Sart a ee pence cesar cance aeee nets eae 953 1, 287 1,160 1,482 154 1,676 1,936 
NE PAN AG Me LETT oe cca nce ee ee, Beas con acre ce scec eeee see cai 165 255 251 Bae 311 324 347 
MGR RAMOS NIG eae g chee cetaceans ee N Soe os st cae se 99 138 129 164 73 185 194 
BABANCTE ANS ULGULLONS gece ence sasacasgecksscececcceten ssa aseccsczarapcese dos 125 251 201 285 321 312 297 
Obie ENnCERDriS ES <5 2ns..sesave-cseverucxencder uccregeadcrezacesacatepeetooece 60 76 64 62 62 65 12 
Miscellaneous assets .......... Bear coment cares eceenaect vests seuat etree 85 94 105 130 140 155 163 
Rotalbinves tment sr Sein, coset tens oceans ote en occce 3,196 | 4,660 | 4,151 | 4,990 | 5,157 | 5,200 | 5,566 


1,013 
v4 
319 


2,103 


1, 467 
588 


2,055 


3, 136 


787 
388 
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TABLE XIll. Foreign Capital Invested in Canada at Selected Year Ends 1926- 1951 — Concluded 
Classification by Types of Investment 


C. Long-Term Investments in Canada Owned by Residents of the United Kingdom 
(Millions of dollars) 


Types of Investment 1926 1945 1946 1947 1948 1949 1950 1951 
GOVERNMENT SECURITIES: 
UDO) SCN De Way ey, Ea es 2 Re oe er En 250 - - - _ 84 82 70 
BATOVAM CR AD eo oaee ata eset or catenin o See eat sac cuceceetcncendégcnenecestessrennsiie 73 45 37 35 33 41 39 38 
ie ATER OLE UR ee Ree et nn re ee 187 112 718 55 48 46 42 38 
EM COG oa eee cas Sanne PEE cha cutee east estu le sanoghebescstcens 510 157 115 90 81 171 163 146 
PUBLIC UTILITIES: 
JASE FEN BS ac as Re he Paik 806 795 7192 724 716 107 704 
COXA gE stots Ade AR ey ee np ae RP ee 97 90 85 72 69 66 65 56 
EU Gea reas. Sass cnn vos ce cact ode aack «cpateae ce sorsacsiiaossisessousdteceosssazeeasd 1,468 896 880 864 793 7182 1712 760 
NENA SUE VEL AT a V2 Ba eB Se ee nn a RS 234 301 295 307 340 396 444 484 
Miningvandismelting pes jac. cokes ncecneckeccceeadectocessscectelacoansone 51 62 56 52 56 54 55 60 
[ES Ce CNA 1 5 ics es is sae ee NR SR 49 57 60 71 76 83 90 103 
Prin ancialMinstituelons sccce zones. ceeseceysaeen es coenccegsee wocescteruses a 176 186 182 186 188 155 147 142 
COERORLCRURR DES Cope eae tec a oy chnaas nssk ecahp octeeacie 4 6 6) 5 5 7 8 10 
Mis CellaneOusraS Seuss. rc.cce ce. centescacsnetanse fot caeaiics «Sar osetpcensn sees: 145 85 75 70 69 67 65 65 
otal Investment, 2.20... conccon. fore ecto etme ows s hse ccen trenton eae 2,637 1,750 | 1,668 | 1,645 | 1,608 | 1,715 | 1,744 | 1,770 


D. Long-Term Investments in Canada Owned by Residents of All Other Countries 
(Millions of dollars) 


Types of Investment 1926 1930 1939 1945 1946 1948 1949 1950 1951 


GOVERNMENT SECURITIES: 


VOTE TAL OMe weet ee acc andar ace eco raed orate ee pkta re aetocdeatewisvcaaes 6 ! 18 44 49 48 48 47 50 56 
PF OVI CRAM epee eecces sec stadescossons sce socsaveatiectteratac-cveseeaescbeassctuees 7 6 5 5 3 1 1 1 1 1 
Mimi ip 1 iors concen canccctescensonscccvacensoeceupscsvessscsesansteocneectesssates 2 2 6 6 6 2 2 2 2 2 
BIE COG aU gee ease oa Serene serena onsen fae cwncvancbet te rec ncseaear 15 15 29 55 58 51 51 50 53 59 
PUBLIC UTILITIES: 
TENS W Ry Seer ee ee pate ee a es oe cece asnn dee ee nse ceearaeane 57 60 67 73 71 70 62 65 64 76 
COTA ANS il Be ee ce 8 12 28 29 31 29 P| 29 30 29 
EU GAN Be oes cea ose cased Paes asus enn cab enipontp enero (3) 712 95 102 102 99 89 94 94 105 
Mrerintefeve ier Bg 0255 sas sts cee cose seas nandssionstacesessendeconsnieaseeasansscivee sate 11 12 28 46 46 46 41 44 50 58 
WEE Tirigw ate SMVO MINES Corse ste cs cash cncccstenee- ete -oveee eee cascnteere 3 5 17 19 19 20 21 24 27 32 
NICS ECG UG 1 00g ee i he net ee eS a anes Coe oR 2 4 5 5 5 6 7 6 10 15 
EPUB AN CRA UNS CLGMEL OMS) 2-- 9.0 cect sessescseenteeenvavsnccuarsnisenspaceratavsttes 43 49 51 54 54 55 56 55 57 75 
ORO ONG CR DELS CB aero ators seed coe eo raca de tene verses ase yevecbosGnaPeamseve 1 1 1 2 2 1 1 2 2 4 
MPS COUIANCOUS BSSCUS, Gore. onc nces acco owessbrvoasostentenvecscbastecswactess 30 30 60 69 67 65 66 65 65 68 
‘Botall Investme mG yo: os. ooo gc -cans cave sees aos 170 188 286 352 353 343 332 340 | 35 8 | 416 


Common and preference stocks are shown at book (equity) values as shown inthe balance sheets of the issuing companies, bonds and debentures 
are valued at par, liabilities in foreign currencies being converted into Canadian dollars at the original par of exchange. 

Investments in Canadian companies have been classified according to principal activities in Canada. Investments in exploration and develop- 
ment of petroleum by companies engaged in refining and production of petroleum products are therefore included in the Manufacturing (non-metallic 
minerals) group. 

Investments in Canada shown as owned by residents of the United States and the United Kingdom include some investments held for residents 
of other countries. 
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TABLE XIV. United States Direct Investments? in All Canadian Businesses at Selected Year Ends 1926-1951 
Classification by Types of Business 
(Millions of dollars) 


| Value of United States Direct Investment 


(Included in Totals in Table XIIIB.) 
Type of Business “a 7 oe ay 
a 1930 1939 1945 1946 1947 1948 Ae 
+ 4 

Manufacturing: 
Vegetable products 69 94 96 140 146 155 179 182 193 214 
Animal products ............--:0cse-es+++- 18 38 47 44 42 46 49 55 58 60 
Mextilesevescssceeee-orore Be eae ces cece nse ios vob cote Sansome 18 20 20 28 29 32 35 38 42 46 
Wood and paper products ...... sa ere er cee cee nmanaeate se 256 334 281 316 350 383 427 441 446 461 
Tron and products. ............:ccceccseceseescereceeereceeesereneceneneesetens 180 199 188 272 283 312 346 378 420 452 
Non-ferrous Metals .............---sscscesesseceeceneeeeeeeressceseneneee caters 83 113 130 203 208 225 250 270 315 362 
Non-metallic minerals? ............-::+0-+ 109 126 1. 133 138 152 229 279 312 428 
Chemicals and allied products 60 86 88 118 134 147 167 185 194 219 
Miscellaneous manufactures ..............-::::ececececececseeterersseee 25 31 22 31 36 41 47 52 53 56 
Df ED dees err arcey yi aseon pate harecre sceae seas (coo EnoRenr Coe ore enceSee 818 | 1,041 984| 1,285 | 1,366] 1,493 | 1,729) 1,880/ 2, 033 | 2,298 
Mining and ECE eT: peep oS on Re err 141 210 198 255 245 254 275 331 450 575 
TORR UDR AYES. oo cance nceeereeecer Conceeseee eres ches eo aecDe Re eeeeOn Bona ce aa teateeets 249 423 399 359 366 345 347 375 389 438 
Merchandising oeccscccccccccss cstcceeeeoceseacacssoskecuscunseocers=-nstsesnesenre= 89 122 119 153 165 175 183 199 219 259 
Financial institutions .........:....-...-.c-cc-s-scessseressnrscosesevencese 58 136 126 198 232 222 208 241 267 253 
Other enterprises ............---seescescsesececerececerareceserererstanneeeasers 48 61 5D 54 54 59 65 69 84 99 

Total, All Companies .............---:.::::ceeeeeceeseceeereee etree 1,403 | 1,993 | 1,881 | 2,304 | 2,428 2,548 | 2,807 ie 3, 09 


1. Direct investments include branches, subsidiaries and controlled companies. 
2. Investments in exploration and development of petroleum by companies engaged principally in refining and production of petroleum products 
are included in the Non-metallic Minerals item of Manufacturing. 


TABLE XV. Number of Canadian Concerns Controlled Abroad!, End of 1951 
Classification by Countries of Ownership and Types of Business 


Controlled in United States Controlled in United Kingdom Controlled in Other Countries 


Subsidiaries | Unincor- Subsidiaries} Unincor- Subsidiaries | Unincor- 
Total or Controlled} porated Total coal 


Type of Business 


Companies | branches | Number | Companies | branches Number |'Companies | branches | Number 
Manufacturing: 
Vegetable products ............ssersceseceeeres 104 im 111 46 2 2 
(ANI MAIN PLOMUCES asccccossscvesccasorscssccacases 51 2 53 2 1 3} 
Textiles 68 1 69 22 2 3 
Wood and paper products 141 11 152 23 1 2 
TEOUMPANGSITOGUCUS Jereserccccevarccecanssesensces 263 19 282 28 oa 3 
Non-ferrous Metals ..........ccccccssssssereeee 163 8 iliAl 16 - 1 
Non-metallic minerals .........cssccceceeee 73 2 715 12 — — 
Chemicals and allied products ........ 258 36 294 3S 3 Hf 
Miscellaneous manufactures ............ 19 3 82 9 = 1 
Ota eo ciicececeresssectcctvascsuesucctbessoevenes 1, 200 89 1,289 191 22 
Mining and Smelting ...................scceesere 152 74 226 13 3 5 
Utilities: 
IRAULWEYS Sancserccecacececrecssssnesscestanscessaceoes 9 2 11 4 _ — 
Other WCities cixcccccesasscaserssvensersceceraree 91 ates 108 10 10 
Merchandising ............csscecceceeees Reseaeseces 544 72 616 208 28 47 
Financial Institutions: 
UNS UTANC Cieysaccsctanccorssasesnisedsorapneavorsseass 13 182 195 1 86 28 
INVEStMENEINNSIS! <..-cccasoccecerececssavcsasas 15 - 15 4 - 3 
Other financial institutions............... 76 9 85 47 26 
Other Enterprises ...........::ccscseseceserenenee 229 47 276 26 20 
Total, All Companies? ..............00+ 2,329 492 2, 821 504 137 161 


1. The book value of investment in Canada in t i i A : : : 
in preceding tables. n these companies by residents of the country in which control lies is shown as direct investment 


2. Includes wholly-owned subsidiaries of Canadian Companies controlled in the U.S. 381; in the U.K. 116; in other countries, 4 


CANADIAN BALANCE OF INTERNATIONAL PAYMENTS 


TABLE XVI. Canada’s Official Holdings of Gold and United States Dollars 1, 1946-1952 


(Millions of U.S. dollars) 


At end of: 
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MERCI cr coscnessscrsvascnceecesccnstecrersercteaterees 1,638.7 1,067. 2 1,192.2 1,653.4 1,787. 2 
ROUNC Vocvensecscacastercracsascascccecssasede soe ccosecs eve 1,624.2 976.9 1,255. 4 1,683.0 1,827.7 
ISO DLCIHD Oliatccrcrsscncceteontcsotascsestezctaretsescrs 1,517.4 985.3 1,789.6 1,610.1 1,855.6 
December 1, 244.9 1,117.1 1,741.5 1,778.6 1, 860. 2 


1. Gold, United States exchange and short-term securities of the United States Government held by the Exchange Fund Account, the Bank of 


Canada, and other Government of Canada Accounts. 


PUBLICATIONS OF THE INTERNATIONAL TRADE DIVISION 


Balance of International Payments and Related Factors ac 
us 
The Canadian Balance of International Payments, 1926 to 1948 ...e.cccscsscssssssstssstesssssssssersvsssnsssvenseeseceeseseceecseececeeseee Special ee 
(paper bound) 
The Canadian Balance of International Payments and International Investment POSitiOn -......c.s.scescecceecceceseceeeceee Annual 25¢ 
The Canadian Balance of International Payments Quarterly $1.00 per year 
Sales and Purchases of Securities Between Canada and Other Countries Monthly and Annual $1.00 ‘* ‘“ 
Canada’s International Investment Position, 1926 to 1949 Special 50¢ 
United States Direct Investments in Canada 00... .eeececeseeeeeee Special 25¢ 
International Distribution of the Ownership of the Petroleum induces in Canada, Reference Paper No. 37 ...... Special 25¢ 
pbrave lebeuwecnecanad aang. OLCT COUNT CS cnc..cccxsesesctacoesosevelccussivsscorscenssncieusseseevesasucéssscacososstonuseasenceeacseacdemmastaetoeress Annual 50¢ 
Monthly $2.00 per year. 
Monthly Memorandum be 
Se mi- Annual 50¢ 
Annual 15¢ 
Detailed Commodity Trade Statistics 
Trade of Canada, Volumes I, II and III Annual { eee ois 
PX DOLLSEOMsoanadian enOGuCe ANG FE OFreleN: PTOGUCE! cocc.c.cece-s-0ccosscenscosecsecdescsessoscconscacsccacescsvenserscecececencssescessonsacreness Monthly $5.00 per year 
EPID ORUS BML CHE GOLOlE © ONSUIN DuLOM descecsescave-eccr-acrssececcvececerocececssosacusases<receascsescvssenseseecsnsnserncrearsannrcsscerssvaceessaerseversrenarecses Monthly $5.00" <% “¢ 
APC IC CEP DODLE MELON ACHE COUMULY: i raceccce caves cacccexeserevecesess seacevaces vasceesev ess ssascenscsecesssvecanuevesuecceececssuvarsrseqeaccecndonwassesters Quarterly $2.00 
ALLICLeSMLINDOREE Gest Olin IGA COME OUDEEY, cos cacr sce sesconccases tee coc cnuscsavoctacsovensaveocenssoudcessscescussaversosuasossaveceutdcaguescuassesaucsenussaasa Quarterly $2. 00meen 
DOMES CLC MERA OLLS meterete rte tt te tee sens nce cncee ca cekcauesecaanevecacesensonnceanacs tncasesecsstsuseuadcantrsatscasesesenccosuestesnsecssdecossesusenanecdsss sven Monthly $2200) 5s 
PAI DORLS or ORM OUS TUN DELON ls ooo c sa cocenrcon ce cacacex cc sn ctocatocssevaceaseseua secnise suvscusoncusceneucostatvveccasssensoscseseaaaescneseessscuesenssonteves deasses Monthly $:2:000 ae 
Monthly Summary of Foreign Trade Monthly $1-000 eo 
Statistical Classification — Exports Irregular 
Statistical Classification — Imports Irregular 


* Preliminary to ‘‘Travel Between Canada and the United States’’, and irfcluded in subscription to that publication, 

The Canadian Statistical Review, which appears monthly, includes tables on some of the above material and commentary from time to time on 
the balance of international payments. 

N.B. Orders for the above publications should be addressed to the Dominion Bureau of Statistics with necessary remittances being made pay- 
able to the Receiver General of Canada. 
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